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PREFACE. 


This little boot grew out of a lecture delivered 
by me at a meeting held at the Calcutta University 
Institute on the 17th of August 1910, under the prc- 
■sidency of Mi. Monohar Lai, m.a.j (Cantab.) the then 
Minto Professor of Economics. In it I have made 
an humble attempt to acquaint the students of our 
University and the educated public of this country 
uiththe principles, progress and effects of the co- 
opeiative credit movement which was first introduced 
in this country just a decade ago. On the 25th of 
March, lOOi— a red letter day in the annals of 
Indian legislation— the Co-operative Credit Societies 
Bill u as passed into law “ to encourage thrift, self-help 
und co-operation among agriculturists, artisans and 
persons of limited means ” It is one of the greatest 
and most beneficent measures that have been taken 
by the Government of India for the betterment of the 
masses of our countrymen — ^and the area of its bene- 
ficent influence has been considerably widened by 
the recently passed Co-operative Societies Act of 
1912. 

The seeds of economic co-operation sown ten 
years ago on the Indian soil have put forth a bright 
young plant full of health and vitality ; it is for our 
■educated countrymen — no less than for the unem- 
ployed young men of our villages — to nourish it and 
to reap the fruits of co-operation in its various phases 
of credit, production, distribution etc. It is my 
earnest wish that they should root out the weeds of 



suspiciou— where there are any — and pour all their 
energies at its root, only that in time this young 
plant may develop into a full-grown tree rooted firm 
and deep in the soil giving the shelter of its protec- 
tion to the teeming millions of our poor debt-ridden 
villagers. 

To help the organisers of co-operative societie& 
of various kinds I have given in three appendices 
Some of the model hy-laws issued from, and Idndly 
supplied to me by, the ofiS.ce of the Registrar of Co- 
operative Societies in Bengal. When this book was 
about to come out from the press, the Government 
of India issued on the l7th of June last a Resolution 
on the Growth of Co-operation in India which I consi- 
dered to be so highly important that I could not help 
publishing it %n extensd for the benefit of my 
educated countrymen. 

Before I conclude I desire to aclcnowledge grate- 
fully the constant help and invaluable advice which 
have been ungrudgingly given me by Professor Satis 
Chandra Eoy whose silent work at the University 
and whole-hearted zeal in the cause of the true 
** advancement of learning ” have been an unfailing 
source of inspiration to me. 

Panohanandas Mukhopadhtaya. 

Dtjkbhan&a Libkahy ; 

Calcutta, July 1st 1914, 
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THE CO=OPERATfVE CREDIT MOVEMENT 
IN INDIA. 


CHAPTER I. 

Intjiodttctokt. 

There are two principal kinds of association of in- 
Two kinds of assoein- dividuals itt husiiiess, vk., (1) iiart- 

tions of individuals in . i- 

bMiness. nersliip and (2) corporation. In a 

partnership the association is generally among a few 
persons well known to each, other wlio take an active 
part in the liusiness which they manage. In a cor- 
poration the association is generally among a very 
large numher of persons who do not know each other 
and do not help the husinoss with their lirains nr 
]iliysic.al energy, hut with tlicir funds. In tlie former 
the partners, being the direct and active agents, are 
jointly and severally responsible not only for the ma- 
in Partnership with nagement but also for the debts of 
unlimited liability. l)U 5 i]iess; that is, if the business 

fails, the liabilities may amount to any sum and the 
creditor is entitled to realise his full dues from any 
one out of the many partners. In other words, the 
liability of the partners is unlimited, for it depends 
on the extent of the loss and so long as one single 
partner is solvent and the whole amount of the liabili- 
ties can be recovered from him, the creditor is safe, 
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This sort of association ‘ was naturally a great 
hindrance to the success or progress of joint husinessj 
for no partner would like to he held personally res- 
ponsible for risks or for loss. The growth of Corpora- 
tions or Joint-stock Companies was the natiual out- 
come of this defect in business organisation, and it 
was remedied by legalising the limited liability of the 
members of the associations. It was also the 
natural outcome of the condition of the orga- 
nisation which prevented a large number of per- 
sons unknown to each other and separated by dis- 
tance, diversity of interests and occupations -and 
( 2 ) Corporations with othei* causes from taking an active 
Limitad Liability. iu the affaii’s of the associa- 

tion. It was obviously unfair to hold a large number 
of scattered individuals who did not take part in the 
management responsible for the liabilities of the con- 
cern, only because they had contributed individually 
a small sum of money to the undertaking. For 
such associations which are called Corporations or 
Joint-stock Companies or Limited Liability Com- 
panies the law provides that each member should bo 
held liable only up to the amount of his individual 
contribution and no more. 

The former illustrates the principle of unlimited 
The principles they liability and the latter that 6f limi- 
iiiustrate. liability. It will be seen that 

in associations with limited liabilities, the members 
must have confidence in the management which is 
usually an outside agency. But in the other case 
that is, in the case of an unlimited liability associa- 
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liou the members must have not only confidence in 
each other, but must vigilantly Avatch and check the 
proceedings of each other. 

The co-operath'’e credit society — Avhich is an as- 
Tbo. nature of <m- sociatioii 01* Combination of persons 
^erative trodit sooie jointly pledge thcii’ cvcdit in 

order to raise sufficient fumls for the purpose of lend- 
ing out among thcmseh'es on cheaper terms than 
each could obtain by pledging his indmdual credit— 
is either a partnership Avith unlimited liability or a 
corporation AAuth limited liability. The Unlimited 
Liability Societies are generally confined to rural or 
agricultural classes, the Limited Liability Societies 
to urban or industrial communities. 

The distinctive features of these societies arc 
t.AVO in number— 

TUoic aistinoeivo (1) t^ut they arc controlled by the 
foaturos. membci’s AAdio make use of them, and 

(2) that the credit made use of is Personal Credit 
(based on personal integrity, status, honour etc.) 
as distinguished from Real Credit (based on land or 
other immoveable property) or Chattel Credit (based 
on live stock, crop and other moveables). 

The primary idea of societies vdth unlimited 
The primary idea of liability is that the members pledge 
Societies. all' that they OAvn and jointly and 

seA'erally undertake the responsibility for the Avhole 
of the liability of the society and thus create for 
themselves a collective credit far in excess of the 
.sum of the iddividual credits of the members. Thus 
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it is that these societies disprove the adage tliat 
“ only the rich can borrow.” 

These societies which have come like beneficent 
fairies from the abode of the Gods to the poorer class- 
es whose labour sustains our lives but who are ever 
in imminent risk of being engulfed by the sharks of 
Their origin in Ger- ^isuiy — thesc societies liavc had their 
home itt Germany. The first to ad- 
vocate the principle of co-operation in Germany 
Avas Prof. Huber, but the most active and energetic 
supporter of the movement to carry it out in practice, 
and the first to start a society was Franz Hermann 
Schulze Delitzsch (1808-83.) The popular banks of 
Germany which owe their initiative to his indefatigable 
efforts commenced operations in the years 1858-59. 

The Schulze-Helitzsch banks are meant for alb 
Sohuizo-Deiitzsch and ^lasses of Small producers, but they 
Riiffoiaen Banka, ijettei’ adapted to urbau com- 

munities. Something of the same.kind was originat- 
ed for the rural population by Friedrich Wilhelm 
Haiffeisen (1818-1888). Both reformers seem to 
have devised then* respective foundations indepen- 
dently of each other. To Schulze, as to his fellow- 
laborer, Raiffeisen, the idea of co-operation was first 
suggested by the miseries brought upon many of 
their neighbours by that trying dearth and famine 
AA-^hich swept across Germany during the years imme- 
diately preceding the last Revolution. 

As the Raiffeisen banks have a more glorious 
Katuie of Schulze- past and a stiU brighter future tluiu 
Delitzsch B^nks. Schulze-Delitzsch banks, I shall 
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cousidoi' tho inei-ils of llie foi-Jiicv iji dolail. TJk* 
iustitiitioiis founded by llailVoiseii M'crc s])cciiilly de- 
sii-'nod for tJic wmfs of an agricultura] people. TJieir 
l)eciiliar features will be best understood by a coin - 
parison with the T'orchnsuercine created about the 
same lime by Schul/.o-Delilzscli. These, as has al- 
ready been said, arc better adapted to urban coimnu- 
nitios. In those Schulze-Uclitzscb banks loans arc. 
made J'or short periods, and the interest charred is 
as liig'h as from 8 to 32p. c. The mcinbers are 
sliare-lioldcrs and receive dividends; the managei-s are 
paid. The ai-ea over which transactions e.vtend is iiii- 
limitcd. Nothing but the linancial security of a loan 
is considered ; no account is taken of the use udiicli 
the borower makes of it, or of his personal character. 
All these conditions arc, however, changed in 
Nature of R„mcUcu hmcnremnc. itaif- 

feisen intended his hanks to servo 
moral as well as economic ends, by awakening sym- 
pathy and fortifying the social ties hctu*ecn inhabi- 
tants of the same rural district. Only mcmlicrs of 
an association can obtain a loan ; it must be sought for 
a definite productive object, and the association is 
entitled to ascertain that it is boua-fide used for that 
object. It is a cardinal principle of the system that 
the operations of each association should he restricted 
to a small area whiclr in Kailfcisen’s opinion, ought 
not to contain more than 1500 souls— that it must 
not ste]) outside Ihc district within which it is 
geuiuncly local and co-operative. It is thus ensured 
that the 'members should know each other’s character 



( 6 ) 

and circumstances — a condition necessary for tlieir 
iinaucial safety, tlie mutual liability being unlimited. 
Not more than 4 or 5 p.c., is charged to the borrowers. 
No dividents arc paid ; any profits realised go, not to 
the members, but to a reserA'-e fund to cover losses ; 
and Avhen they exceed a certain amount, they arc 
applied to purposes of common utility. Tlic loans are 
for one or two, sometimes for five or CA’-eii ten years ; 
AA^hen there is urgent danger of loss, the loan may 
be called in AAnthin so .short a time as four AA'-eclcs. 
Tlic managing committees Avork gratuitously; the 
only salaried officer is an accountant Avho receives a 
small stipend. Thus it Avill be seen the pillars upon 
Avhich the unlimited liability society must rest arc 
(1) maximum of responsil)ility, (2) minimum of risk, 
(3) maximum of publicity* The structure must be 
entirely popular, the object of the popular banks 
being to “ democratise” credit. It aauII also be seen 
that the main principles of unlimited liability (Raif- 
feisen) societies are seven in number: — (1) unlimited 
PrincipieB o£ Uniimi- liability: (2) restriction of opera- 
scn).soGioties. tions to a Small area ; (3) no shares, 

and consequently no dividends ; (4) no payment for 
services rendered (except that single instance of a paid 
accountant) ; (5) .repayment of the loan from the 
profits or saAungs effected; (6) an indmsiblo Re- 
sei'A'e Ruud; and (7) the .moral cis Avell as the 
material beneiil-s of the members. These principles 
were at first much disputed, but have been vindi- 
cated by their success. 
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To give some idea of tlic pvopovlions vliich lliis 
Pinpro-:. c,r tk..e movcmcnl, has assumcrl in the 
Kjcioiios in ocrmiiny. couiitn' ill -whicli it- Originated, it 

may he mentioned that in the year 1905 there were in 
Germany 10,786 Rural Ranlcs with a total mem- 
bership of 951,473 and 1020 Urban llanhs with 
a. total membership of 580,595. In the valley 
of the Rhine where the RailVeiscn banks have been 
longest at work, a fra nsforma lion has been eifected 
which jMv. H. it. IToHT dcscrilnfs most strikingly in 
in his fascinating work. — “ People's Banks,” Cnltiva- 
tion has been improA'cd, industry and trade have been 
developed, the small cultivators arc able to ]mrcliaso 
their implements at the cheaper whole-iale prices, 
ThoirofToct. in Gcr- ^hc u.surers have been driven from 
’"'‘"5' the field, and the peasants havolie- 

como small capitalists tlieinselves. Tlnw prefer to 
deposit in the society hank rather than even in a 
Post Ofllcc Savings Bank because the former is their 
own in the management of which they have a say 
and wliicb keeps the money saved in I lie disirici 
to return to them “ in the fertilizing dew of loans." 
Under the bank’s ttjacliing the moml)ers have be- 
come patterns of proiuptiie.ss and punctuality in their 
payment, because the banks will tolerate anytliing 
hut unpunctuality. “ It is a treat ” s-ays Itlr. ITollV 
“ to sec these simple peasants bring out tlioir hooks 
and c.vplain to you, with evident satisfaction and 
pride, what all the entries mean and how the system 
works from an accountant’s point of view.” 
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These successes iii Germany led other Euroiiean 

Their progress in other nations tO dOVelop Slich SOCiotieS ill 

European countries. respcctive couiitries. The 

adoption of the principles of co-operation has 
made Denmark — century ago the poorest Euro- 
pean country— noiv the country ivith the ri- 
chest population. In Prance the movement has had 
to encounter much state interference, hut the future 
is not altogether hopeless. In Ireland Raiffeisen 
hanks have been started in connexion with the co- 
operative movement and have increased rapidly. 
Irish blitter produced by dairies of the co-operative 
type has enriched the country. In England herself 
the movement has made but little lieadway : it has 
hitherto been couftned to Priendly Societies, Build- 
ing Societies &c. Agricultiu*e has been too conser- 
vative to avail itself of a remedy which has been 
found effective everywhere it has been tried. How- 
ever, even in England, the movement is lieginning 
to gain a foothold : in 1906 there were eleven rural 
hanks, and their increase may he expected under 
the encouragement given by the Small Holdings and 
Allotments Act of 1907. 

But it is in Italy that the movement has become 
, . , , , almost as successful as it has been 

Their remarkable sue- 

iu Germaiw. Co-operative Credit 
woiiemborg. Societies were introduced into Italy 

by Signor Luigi Lnzzatti, the then Minister of the 
Italian Treasury, who, in 1864, adopted the method 
of organisation employed- by ' Schulze Delitzsch for 
the use of his own country; The leading principles 
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of the Italian Popular Banks, as those ofXlcnuaiiy, 
arc co-operation, mutual rcsponsihiliiy and self-help. 
It u’ould not he out of place hero to dcscrihe the 
activities of Dr. Wollemhnrg who, next fo Luzzatti, 
helped, l)y his perseverance and enthusiasm, to ru'olvo 
schemes of co-operation in actual practice. 

Dr. Wollemhorg’s family resided at Loreggia, 
Woiinmbore'sworknt » villugc of 2703 inhalutauts, near- 
i-orcFpift. lyall agriculturists, scattered over 

its whole area. A man of ohservalion and culture, 
he was struck hy the miserahlc conditiou of the pea- 
sants — their poverty, the frightful and sliamele.cs usury 
to which they were sulncct and the ahseuteeism 
of their landlords. He himself .states, regarding 
usury in his village, that it Avas common for borrowers 
to pay one franc per month for every twenty or 
sixty per cent, per annum, to which were regularly 
added a dinner every Sunday, gratuitous labour, and 
other cortecs. The peasants were at the mercy of the 
money-lenders and had, moreover, to buy bad goods at 
ruinously high credit prices. But Dr. lYollcmboi-g 
added to observation the resxdt of much thought on 
social matters, and fortunately a knoxvledgc of xvhat 
had been done abroad, notably hy Railfeiscn in Ger- 
many ; and in 1883, AAdicn only 24 years of age, he 
attempted a similar foundation at Loreggia. It, Avas 
a task of utmost difllculty : the class of persons to be 
persuaded, distrust, jealousy, factions of all sorts, 
Avere obstacles Avhich had to be surmounted ; and to 
these might be added the isolation of the peasants, their 
misery and,apathy, their ignorance and their distrust 
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of the landlords, for the peasants were mostly tenants 
and not proprietors. No situation less promising could 
well be imagined, but Dr. Wollemborg attached the 
situation and conquered it absolutely without exter - 
nal aid. After many discussions and much persua- 
sion he got thirty-two persons to join, among whom 
were twelve very small peasant proprietors. The 
example, of course, was little imitated at first : the 
nascent society had to prove its position, and only 
then would it be imitated. But those institutions that 
came into existence gradually struch their roots into 
the soil : each tree so rooted ultimately cast its own 
shade and became the parent of others: and Dr. 
■Wollemborg testifies that under his own observation 
where formerly there used to be rivalry and jealousy 
there is now fellow-feeling and cordial sympathy, 
simply because varymg and conflicting interests have 
been consolidated into one. Every one has come to 
The resnits of Dr. know, bv tliG liability ]*esting upon 
tions. him, that his neighbour s good coin- 

cides with his own, that his neighbour’s hurt is also his 
own. The banks will have none but thoroughly eligi- 
ble members. The advantages which the bank offers 
are quite sufficient to induce them to do this. The 
consequence is that, to become members of the 
society, drunkards have become sober, ne’er-do-wells 
steady and well conducted. To apply Dr. 'Wollem- 
borg’s apt illustration, the golden sunshine of thrift 
and co-operation, wherever it has cast its rays, has 
“ unveiled ’’ and brought to view in plenty unlooked 
for virtues which had long laid hidden like flowers 
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shrouded by (he night. Thieving has diininishccl, 
work has improved, the idle man has hecomc indus- 
trious, the spendthrift tlmfiy, the drunkard has 
reformed liis ways and has hecome sober, the haunter 
of taverns has J’orsaken the inn, the illii crate, though 
a grand-fatlicr, has learnt to read and write. It 
sounds like a tale from wonder-land, yet it is all sober 
fact. “I have seen a new world” exelaimcd in 
excusable rapture the Hungjirian Deputy Prof. Von 
Dobransky wlicii he had .seen all this with his .own 
eyes, — “a world of brotherhood; it is a world of 
brotherly love and mutual help, where cvci’yono is 
the protector and assistor of his neighbour. An 
isolated man Iicrc limls liimsclf Irajisplanled into the 
bosom of a community wliosc resources multii)ly a 
liundred-fold tlic productive power of its labour and 
crown it with success.” 


ClIAPTER II. 

ItuiiAL Indebtedness in India. 
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Slates. And what is the general condition of the 
comhioil agriculturist in India ° — well — 

Bowed hy the weight of centuries, he leans 
Upon his hoe, and gazes on the ground, 

The emptiness of Ages in his face. 

And on his hack the burden of the world ! 

The one universal truth in regard to agriculturists 
jigrionitiuai credit all OTei’ tlic woi’ld is that they must 

noQcseaiy but difficult .-if.,!. 

to obtiui borrow. Another fact that is equ- 

ally true of almost every country in the world is that 
it has been always difficult to obtain agricultural 
credit, because the individual credit in the case of the 
agriculturists is small and the nholc of the banking 
'credit has been confined to commerce and industries. 
At the same time agriculturists as a class cannot 
&void borrowing. But unfortunately they have never 
been able to obtain cheap and easy loans, principally 
because the credit they could offer was small. It 
is also unfortunate that Avhilc commercial credit can 
be obtained easily and cheaply on scraps of paper, 
agricultural credit, although it can offer tangible or 
real security— such as live stock, land, or future or 
standing crops — has invariably been far dearer than 
commercial credit. The reasons appear to be as follow 
wby it IS difficult to (1) the ignorance of the agricultur- 
St“ . ^2) their distance from the 

towns where banks are situated ; (3) the reluctance 
of the banks to extend small transactions to villages 
among an ignorant people ; and (4) the want of suffi- 
cient knowledge regarding the substance or integrity 
of the borroAver. Eor these reasons it has ahi ays been 
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necessary in India — ^Avlicrc agricultral indebtedness 
lias for a loixg time been a growing evil — that the 
agriculturists should have some form of cheap and 
facile credit— not so facile, however, as to lead to 
extravagance and abuse— adequately surrounded with 
proper safeguards. 

This subject of rural indebtedness in India is 
. Eutai inaeboicaooss 0110 of the most chronic and dilhcult 
and extent. ‘ pi'oblems which the Government of 

India have been called upon to solve. The Pamine 
Commission of 1 880 drew attention to this question 
in the following words — " We learn from evidence 
collected J'rom all parts of India that about one third 
of the land-owning class are deeply and inextricably 
in debt and that at least an equal portion are in debt, 
though not beyond the power of recoi’ering them- 
selves.” We find a gloomier picture of tlie indebtedness 
of the agriculturists in the rejiort of the Pamino 
Commission of 1901 — “In his evidence before us the 
Chief Secretary of the Bombay Government said that 
28 per cent, of the land in Broach had passed into the 
possession of the money-lending classes ; and from a 
report of the Collector of Almicdabad, it appears that 
in his district, expropriation of the old owners has 
also made considerable way. Taking all these state- 
ments into account, and comparing them with the 
evidence we have recorded, we think it probable 
that at least one fourth of the cultivators in the'Bom- 
bay Presidency have lost possession of their lands, 
that less than a fifth are free from debt, and that the 
remainder are indebted to a greater or less. extent.” 
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According to that most competent observer Mr. 
Views ofCrookoaiid William Crooke, from 56 to 78 p. c. 
Morison. cultivatoi’s are in debt. Sir 

Theodore Morison thinks that the average is about 
tAvo-thirds of the Avhole body of cultivators who 
Tiie various rates generally borrow from the village 

oLorgod in d'ffcrent “ 

provineos. mouey-lender at exorbitant rates 

of interest. Erom a return furnished at the Eirst 
All -India Registrar’s Conference held at Simla in 
1906 we find that the rates of interest charged by 
the village money-lender on agricultural loans to 
ordinary culth'^ators are, — 


Provinces. 

Rates. 

Madras 

12 to 15 per cent. 

Mysore 

12 „ 

Bombay 

12 to 15 „ 

Central Provinces 

18 to 25 „ 

Bengal 

18 to 25 „ 

Eastern Bengal • 

18 to 24 „ 

Assam 

m » 

Punjab 

24 „ 

Oudli and Meerut Divi- 


sions of the U. P. 

12 to 18 „ 

Other Divisions of the 


D. P. ... 

37-| „ 


According to Mr. Wolif " there are oppressh*e 
debts for which raiyats are charged from 25 to 75 and 
sometimes 100 per cent, and even more — one Registrar 
instances a case of 1340 per cent.” 
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A si^eeial difficulty arises from the fact that the 
The chronic indoht- agriculturists -waut loaus for other 
the maujan. purposcs than agriculturc : for tliese 

loans they have to fall back upon the money-lender. 
The result is that the common cultivator lives in debt 
year in, year out and is too often ruined by the 
The mayajan and the (the village moiiey-leuder) . 

enUivator. cultivator is ovei’ 

head and ears in debt to him and can hardly get 
out of his clutches. At harvest, lie is compelled 
in a great many cases to sell his produce to the 
mahajm at the imhajan’s rate and is cheated only 
too often in the weighment as Avell as in the rate. 
The bulk of the money ho earns goes to pay the 
rent and the too heavy interest on his former loans. 
Between harvests the poor man has to borrow again 
for the necessities of life, and tliis hopeless cycle 
of heavy loans and meagre repayments plniigos 
him deeper and deeper in debt. 

Nor is the case of the poor artisan in the villages 
any the better. The weaver, the boat-huilder, the 
blacksmith, are all in the same state of chronic iu- 
dehtedness. Eor the purchase of raw materials the 
The simiisT indebt- artisau bas to boTrow, and so press- 
Bans. mg is the demand of the imlmjtxns 

that he is compelled to sell off bis manufactmed 
produce at once at what price he can got, too often 
to nmhajan himself. He has to borrow for his 
food and his clotliiug, for the payment of rent, for 
every necessity and luxury of life. He has to borrow 
his capital and he borrows it at an ' enormous rate — 
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and too often lie cannot get sufficient capiial for liis 
needs. Sir Daniel Hamilton expressed these circums- 
tances very tersely when h.e said that one must buy 
one’s ffinancc cheap and sell one’s produce dear to 
make one’s industry profitable, but the Indian artisan 
and cultivator buy their finance dear and sell their 
produce cheap, and the consequence is that they are 
imposed on at both ends, and live in perennial 
poverty with scarcely any hope of bettering their 
position. 

The reason for this deplorable state of affairs is 
The oanse of this ^0 fouud iu the villager’s want of 
indebtedness. thrift. Want of training as to how 

to save and put by, hereditary instincts and customs of 
extravagance at wedding, and other cei’emonics, and 
above all, the want of a safe place udiere to keep the 
savings — all these contribute to the absence of thrift 
among the Indian rural folk. The result is that the 
Dependence on the majority of our villagers are abso- 
Mahajnns lutoly dependent on the village 

malmjoAi or soiolear — as absolutely, iu fact as they 
are on the rainfall or on the sunshine. Hie 
omJiajan supplies the capital which maintains the 
the culUvator and his family while the crops are 
maturing, and he furnishes the means to meet excep- 
tional emergencies, such as the loss of stock or the 
Defects in the iiio/m- Celebration of marriage. 13 ut there 


of money-lending by the mahajan viji,— 

(1) doing business with an insufficient amount 
of capital; 
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(2) a desire to dcfmiul the innocent lioiToncr 

or to possess his laud , 

( 3) reluctance to receive ropaj nient in small 

instalments ; and 

(i) the tendency to grant loans for unproductive 
purposes, because the mahajan is anxious 
to promote his on n selfish interests b\ 
the ruin of his client. 

All these defects could l)e remedied by means 
Oo-oporatue Croait of CO -Operative Credit societics. They 
soo.Bt.6s tbo lemcrtj Sufficient capital for the needy 

racinhcrs; they take money in small instalments, 
as they keep regular accounts ol their transactions 
nnth their borrowers ; they hai o no fraudulent desire 
to ruin one of their on n mcrabeis ; and, abo\ c all, 
the members n ho manage these societics acquire a 
training in business nictliods and oi’ganisation which 
tit tlicm for local self-government. But various 
stages had to be passed before these societies wore 
introduced into India. We now proceed to summarise 
tlioni. 


CHAPTER III. 

PuEiiiatiNARr Experiments. 

It was in 1882, on the initiative of Sir William 
s,i wiUnm Weddw Wedderburu who wa« then District 
an'YpnonltnrarBanb” JudgB of PoOUa, that the GoVem- 
ment of India proposed to the Go- 
vernment of Bombay the experimental establishment 
3 
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of ail Agi’iciilkiral Bank in the Pnranclliai' Tahiqci in 
the district of Poona for providing capital to agri- 
cultural classes on reasonahle terras. The principle 
of operation of the proposed bank ivas to borrow 
money at moderate interest from capitalists, whether 
Indian or European, who were ivilling to lend, and 
to lend it to ryots at a higher rate, but at one consi- 
derably lower than that commonly exacted by the 
soioca)'. The security was the ryot’s industry and 
honesty, attested by the fact that he had till then 
been able to live while paying as much as 24 per cent 
on his borrowed capital and had scrupulously paid 
his debts whenever it was possible for him to do so. 

The Government of India were prepared to clear 
the way for this experimental bank 

dm®8*^praet“ai'aympa' — '(1) by liquidating the debts of the 
thy with thf solieme . , 

agriculturists within the selected 

area, on the undorslanding that the Government 
advances would be taken over liy the bank n hen i( 
started business ; (2) by allowing the bank, for a 
time at least, to recover its loans through the revenue 
courts ; (3) by assigning in some cases priority to its 
loans ; and (4) by remitting stamp duty and other 
dues for a certain period in its favour. The Bank 
was to be at liberty to make loans for any purposes 
or to any persons having a transferable interest in 
land within the Taluqa, but it was to engage 
to limit the rate of interest on all loans to a 
maximum of 12 per cent and to conform, in res- 
pect to other matters, to the rules prescribed by the 
Government. 
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The Secretary of State, liowcA'cr, did uot 
The scoretirr of approTC of thesc recommendations 
° to ossist privatc enterprise in the 
manner proposed. He showed that there were very 
great difficulties in the liquidation of the agricul- 
turists’ debts and in advancing fresh loans. He also 
said that if a private bank were to be assisted by 
Government machinery in the recovery of its debts, 
it would virtually be a (xovernment institution, and 
the Government would incur all the unpopularity and 
odium of collecting debts which, though private obli- 
gations, were treated as public demands. The scheme 
was, besides, unpractical and financially unsound. 
It was accordingly dropped. 

Although the scheme fell through, yet it must 
be conceded that Sir William 
bnrn-thohMi'^topw- Wedderbiu’n was the first to per- 
indebtednM8"pioMem ccivc the magnitude of the Agricul- 
tural Indebtedness Problem in 
India and to devise practical means to solve it. The 
thoughtciuTcnt started by him ultimately gave birth 
to the idea of introducing the Co-operative Credit 
Movement into India, for, the problem, as originally 
perceived by him, has been always the same viz., 
hoAv to supply the Indian ryot with capital with- 
out the loan becoming the cause of his ruin. 

The same problem presented itself in Madras. 
In 1892 the Madras Government directed Mr. (after- 
wards Sir) P. A. Nicholson to furnish a report on the 
possibility of introducing into the Madras Presidency 
a system of Agricultural or other Land Banks. He 
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took inimeiisG pains in examining tlic agiicultui'al 
credit organisations of Europe and America, and -was 
many years engaged at liis work. The result of his 
The same problem in lahoui's is embodied in his volumi- 
Madras. tt Land and Agricul- 

tural Banks” which is “ a monument of research and a 
Niohoison’a Report. perfect store-liouse of information ” 
giving a general sketch of the various systems of agri- 
cultural credit. The discussion thus initiated by Sir 
Frederick Nicholson’s memorable work was conti- 
Dupernes’sbook. nued by Ml'. Dupcmcx, a civilian 
in the United Provinces, in his " People’s Banks for 
Northern India.” 

The Government and Government officials conti- 
The people’s natural ^^^^d to take greater interest in the 
«o“‘“fs,evido3by moveiuent. In the Hindu caste 
the Nuiius. system, in the Moslem sentiment of 

eominon brotherhood and “ one for all,” in the Pnn- 
chayet system, and particularly in the Nidhis of 
Southern India, they found ample evidence of the 
people’s natural aptitude for co-operation. Some- 
thing should be said here about these indigenous 
Mutual Loan Funds. 

The Nidhis orginated in Madras in the fund 
The foundation prinoi- Called the Sadai' Coui’t Fund, open 
tbund*hi"the^‘‘‘^k^^^^ to officials only; it seems to have 
chittu ” system. stai’ted about the middle of the 

last century Avhen Schulze-Helitzsch and Raiffeisen 
AA’crc initiating the co-operative movement in Ger- 
many. .But the foundation principle viz., that of 
association for mutual credit is found in the indige- 
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nous “ I:i'(ln-chUlit" system whicli is universal 
tliroiighoufc ilic i)rcsulcncy. This lallcr system 
depends upon (1) association, (2) confidence, and (o) 
honest dealing. Briefly the system is as folloAVs — a 
number of men unite to subscribe periodically a small 
sum each ; say fifty men agree to pay one rupee per 
montli for fifty months ; each month fifty rupees arc 
subscribed, and lots are drawn for the total sum ; the 
Avi lining lot takes the pool; next month the same 
fifty subscribe, but in draAA’ing for the pool previous 
Avinners are excluded ; this continues for the whole 
fifty months till each subscriber has received Rs, 50. 
This practice gives men the use in lump of a consider- 
able capital, repayable by small and easy instalments; 
it is most useful for building houses, starting a shop, 
buying a pair of cattle or a piece of land, 

A further development, hoAi'CA’-er, is next found ; 
■ A fnriiicr development the Subscribing members, or more 

of the ‘‘kuttu-cliiUn'’ ■ 

system. usually, the iiromotcrs of the fund 

desired to obtain definite and increased profits for 
tliemsch'cs, draiAni from the need of the subscribers ; 
instead, therefore, of drawing for the pool, it AA'as put 
up to auction in lump or in lot ; the loAA'-est bidder 
took the loAvest sum below Rs. 50, say 40, obtained 
only that sura, but gave a chit or jiromissory note for 
Rs. 50 ; the difference, Rs. 10, AA'as divided as profits 
among the other members. 

The first Md/il further' developed the system ; 
Timfiistuidui-aTcr- 1850 Certain employees dis- 

miuating Society. covoiei that they Avei’c being ruined 
by usurers and determined to start. a. fund to give 
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j)ersous of fixed income a chance of borrowing at 
equitable rates. The first fund was a “ Terminat- 
ing ” Society with a seven years’ period ; each subs- 
eriber agreed to pay for 84 months, when the fund 
would be wound up and shares repaid at Rs. 102^ 
per 84 received. Prom the collection loans were 
granted to members at 6|- per cent interest with 
penalties for delay; the loans repayable by the 
monthly subscriptions, were usually on mortgage and 
the order of granting them was determined by lot. 

The next stop was to make the societies “ per- 
Tbe next step was to manent that is, fresh series of 

make the societies . 

" permanent.” shares wci’c periodically and fre- 

quently issued, and it was these only, and' not the 
society, wliich were wound up as each series matured 
so that subscribers were continually coming in and 
going out. The essence of these societies is 
mutuality ; it is a group of men united to help one 
another by a common contribution of funds which 
Thsir essential prin- ^rc to hc lent out to members only 
for their sole benefit; all profits 
derived from the transactions are to return to mem- 
bers, so that all benefit : the non-borrowing members 
by the receipt of profits, the borrowing members by 
the use of thu loaned capital and by a portion of the 
profits Avhich they have contributed to the society. 

These Nidhis find their clients among a more 
Their checkered his- educated and adi'-auced class than 
ut^oUntroaLmroo- the rural agriculturists, to whose 

operative credit so- . ..... . , 

cieties. ueeds tficir constitution is not 

well adaiited. But the fact that, notwithstanding 
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numerous failures, and much discredit attendant 
upon a period of speculation they attained a 
considerable degree of success (since in 1903 they 
included some 36,000 members with a paid up capital 
of 75 lakhs), suggested to many high officials the 
possibility of establishing true co-operative credit so- 
cieties among the Indian people. 

Before, however, any legislation was undertaken 
Lord Macdonneii did by the Government for introducing 

tbe pioneering work in . ... 

the United Ptovinoes. co-opcrative Credit Societies into 
India, Sir Anthony (now Lord) Macdonneii did the 
pioneering work by establishing in 1901 two hundred 
co-operative credit societies in the United Provinces. 
In the same year the Government of India, impressed 
Tiie Government of with the importance and the future 

India appointed a c 

Committee. possibilities of tho co-opei'ative 

movement appointed an influential committee to 
consider the question of the establishment of agricul- 
tural banks in India. 

This committee consisted of Sir Edward Law as 
The personnel and President, Sii* Ercderick Nicholson, 
muteo. Sir Bamfylde Puller, Mr. J. Wilson, 

Mr. Reginald Murray and Mr. H. Lupernex. The 
Committee assembled at Simla on June 1st 1901 and 
dissolved on July lOth after holding altogether IG 
meetings. The Committee confined their attention 
to hanking on the basis of co-operative credit, 
because the “ agricultiual hanks ” which had been 
so successful in improving the condition of the 
poorer classes in European countries rested upon 
co-operative credit. In concluding that a system 
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of co-operatiye credit was' capable of affording 
great benefits to the agricultural coinmuiiity of this 
country the Committee had had the general support of 
the opinions expressed m the reports received from 
the various Local Governments, 

They accordingly accepted the establishment of 
Co-operative Credit Societies as the object in viev, 
and considered the lines on which such societies should 
be worked, the privileges which should he accorded 

The Committee em- tO thcm aud the esteut tO 
bodied tbeir suegea- ^ , 

tiona inadraftbiii. whicli it might be advisable that 
they should be aided by Government funds and sub- 
jected to Govermnent control.- They also considered 
in their luminous report what practical form or 
forms a society constituted on these principles should 
assume and drew uji two model schemes of manage- 
ment for two classes of societies which they contem- 
plated. Pinally they discussed the extent to whicli 
legislation was required to secure to such societies 
as might be started the privileges which they recom- 
mended for them and to provide for their due nork- 
ing and supervision. They embodied the result of 
their deliberations in the form of a draft bill. 


CHAPTER IV. 

The Co-OPEiiATivE Credit Societies Act oe 1904. 

The draft bill drawn iip by the Committee 
The objeet of the presided over by Sir Edward Law 
sSteffliu. was referred to the Local Govern- 
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ments for criticism, and it Avas uiion a consideration 
of tlie replies that the Government of India took 
action by introducing— on October 23rd 1903— the Co- 
operath’-e Credit Societies Bill. Sir Denzil Ibbetson 
defined the precise object of these societies to be 
“ the encouragement of mdiTidual thrift, and of mu- 
tual co-operation among the members, v'ith a vioAV 
to the utilisation of then’ combined credit, by the 
aid of their intimate knowledge of one another’s 
needs and capacities, and of the pressure of local 
public opinion. ” 

“ The main object of our endeavours,” said Sir 
ita nature and sc-ope Denzil ill his introductory speech, 

defined by Sir Donail „ . , . , . -i, -i i., 

Ibbetson. "is to assist agricultural credit, 

which presents a far more important and more difficult 
problem than does industrial credit. But ive recog- 
nize that artisans, employes on small pay, and other 
persons of small means residing in toivns, may 
very properly be admitted to the benefits of our 
legislation. We therefore provide for two classes 
of societies — rifi-wZ, which are composed of agricul- 
turists (a term which is not intended to include the 
Urban and Rural wealthy reut-receiver), and itrlan, 
which consist of artisans or other 
persons of limited means. * . * * In the 

case of both classes we provide that the members 
must be small men, for we are not legislating for 
capitalists ; that they must be residents of the same 
neighbourhood, else the knowledge of one another 
AA’hich is to guide them in their operations will be 
Avanting ; thdt neAV members sh^l be admitted by 
4 
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election only, thus securing that mutual confidence 
which is the only possible foundation of co-operation ; 
that a man must be a member before he can borrow 
from the Society, and must in that capacity have 
contributed to the funds of the Society, since our 
basis is mutual co-operation ; that money shall not 
be lent on mortgage so that the capital may be 
liquid, and capable of ready realisation ; that the 
interest in a Society which may be held by a single 
member is to be limited, in order to prevent an in- 
dividual from obtaining control ; and that shares can 
be transferred subject only to certainrestrictions which 
are intended to prevent speculation. We provide for 
a simple form of registration ; for compulsory disso- 
lution, subject to appeal to the liocal Government, 
in order to meet the case of fraud, or of bogus co- 
operative societies which may have obtained the 
benefits of the Act while not pursuing its objects ; 
and for liquidation under a simple procedure, and 
subject to appeal to the Civil Courts. 

“ In the case of rural Societies we further insist 
Eurai Societies. upon Unlimited liability, as best 
suited .to the agricultural classes to whom they are 
confined and most consonant with the mutual con- 
fidence which is to form then’ basis; we lay down 
that no profit is to be directly divided among the 
members, since their object is not to make money 
but to assist one another, and any surplus that may 
accrue should either be carried to a reserve fund, 
or be applied to reducing the rate of interest upon 
loans ; and we forbid the society to borrow money 
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without sanctioUj for it would often be worth the 
while of a money-lender to risk his money in order 
to get a successful society into his power, and so to 
rid himself of a rival. We prohibit pawn-broking, 
since the basis of the operation should be personal 
and not material security; but we allow agricultural 
produce to be received as security or in payment, 
and to be converted into money at any time by the 
society, which will generally be in a position to get 
a better price for it than an indebted cultivator could 
obtain. 

“ In the case of lu’ban Societies we allow of 
Urban Sooiaties. limited liability and the distribu- 
tion of profits, subject to the creation of a sufficient 
reserve fund and we allow them to lend money to a 
. rural society which is situated in the same district, 
and with the circumstances of which they have 
therefore the opportunity of being acquainted. 

“ Having thus provided for the constitution of 
PriviUBes. enjoyed 0"^* socictics, and regulated their 

by these Societies. operations, WO pi’OCecd tO COllfcr 

upon them certain privileges. We exempt the 
shares or other interests of members in the capital 
of a society from attachment for their private debts, 
thus encouraging thrift, and giving stability to the 
operations of the society ; we relieve societies from 
the necessities for letters of administration or a 
succession certificate ; we give them ' a lien upon 
certain forms of property when created or acquired 
by means of a loan from them, until the loan is re- 
paid ; and' we make an entry in the books of a society' 
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jirima facie evidence in a suit to recover money due 
to it. We talcc poAvers for tlic Governor-General in 
Council to exempt societies and tlieir oj)erations from 
income-taXj stamp dirties and registration fees; and 
it is our intention to act upon those powers, at any 
rate, in the first instance. 

“ Finally, wo provide for compulsory inspection 
inspijotion and audit, and audit by U' Government officer, 
in order to provide against mismanagejnent and 
fraud, to give the members and the public confidence 
in the societies ; and to justify the privileges Avhicli 
we confer upon tliein, avc make Government adA'ances 
recoverable as arrears of land-revenue. AVe confer a 
Avide rule-making i)OAA'er upon local governments Avliilc 
indicating certain heads under AA'hich it AA'ill probably 
be adA'isable to exercise it ; and AA'e declare that the 
provisions of the Indian Companies’ Act shall not 
apply to societies registered under the neAV laAv.” 

On the 25th of Slarch, 1904 — a rod-letter day 
The provUiouB of of Indian legislation 

dit -tlie Co-operative Ci-edit Societies 

Bill AA’as passed " to encourage thrift 
self-help and co- oj)eration among agriculturists, ar- 
tisans and persons of limited means.” By this Act 
Local Governments Avere empoAvered to appoint 
llegistrars of co-operatiAm credit societies, Avhose duty 
it Avould be to scrutinise applications for registration 
under the Act. Subject to the provision that any 
association of not less than ten persons might be 
registered by special order of a Local Government, 
the Act laid doAvn that a society should consist of 
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persons residing in tlic sfimc tOAvn or village or 
tlic same group of villages or. subject <o llic sanction 
of the Kegistrar, of members of- the same tribe, class 
or caste. Societies Avere classed as “ rural ” or 
“ urban,” and it AA’as laid doAA-ii that four-fifths of the 
members must he, in the first case, agriculturists, 
and in the second, non-agriculturists. In tlic case 
of rural societies the liability of the memliers AA'as 
to be unlimited, unless a departure from this rule 
Averc specially sanctioned by the Local GoA'crn- 
ment ; in the case of urban societies, liability might 
he either limited or unlimited, as might be pro- 
vided by bye-hiAVs or rules made under the Act. 
Profits, in the case of a rural society, Averc, in the 
first instance, to be carried to a reserve fund, or 
applied to the reduction of the rate of interest, and 
a bonus might bo distributed only Avhen require- 
ments in these directions had been fully met. Urban 
societies Avere also to carry at least a quarter of the 
annual profits to a reserve J’und ; loans Avere to be 
made only to members, or, subject to the consent of 
the Registrar, to a rural society. Limitations Avere 
placed on the interest in a society that might be 
held by a single member, and on the transfer 
of shares. Privileges included the exemption of a 
member’s shares or other interests in the capital of a 
society from attachment for j)rivate debts, the grant 
to societies of a measure of priority over ordinary 
creditors in enforcing claims on crops, cattle &c. and 
the proAdsion for exemption, at the discretion of the 
Government' of India, from income tax, stamp duties 
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and registration fees. Provision was made for com 
IDulsoiy inspection' and audit by the Registrar, fo 
compulsory dissolution subject to appeal to the Loca 
Government, and for liquidation under a simple pro 
cedure, finally, wide rule-making powers wer= 
conferred upon Local Governments. 

The policy of the Government underlying th. 
The policy nnaeriyins above pi’ovisions had been to allon 
the utmost freedom to organisers ' i 
each case to start their society on such lines a 
appeared to them suitable, provided that the rule 
framed did not contravene the Act in any essential 
matter. 

Many were the hopes and fears of the member: 
Hopes and fears of of the Imperial Legislative Oounci 
lu?oe8a°”f ‘'these so® at the time when the Bill was in- 

oietiea among onrigno- ,11...-. 1 

rant agrionitnrists. ti’oduced. Oui’ co-opei’ative Cred- 
it society is but a frail barque launched ujiou . 
treacherous ocean, ” said the Hon’ble Mr. (now Sit 
Harvey) Adamson, “ but if it can escape from being 
wrecked by the opposition of the money-lender, if it 
can avoid being stranded on the ‘ shoals of mutual 
distrust among its members, if it can carry safe to 
port a portion of its cargo of self-help and co-opera- 
tion, it will some day rank as the most important bill 
ever passed by the Government for the betterment 
of the Indian agriculturists.” Some doubted that 
its jirincijDles would not be as easily understood and 
acted upon as it has been done by European agricul- 
tmists. But tills doubt would appear as groundless 
Avhen we read Sir Erederick Nicholson’s description 
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of the condition of the Eiu'opean masses among 
'R-hom these societies -were originated. 

Says Sir Frederick in his “ Report on Land and 
Agricultural Banks ” — “ the masses 

Nicbolsons evidencG ^ 

Ei’enchj German and Italian 
peasants were, and to a great extent 
still arc, ignorant, suspicious, conservatire, isolated 
and poor, holding land in small and diffused patches, 
exploited hy usurers, incajiahle of associated efl’ort, 
unable to comprehend and imudUing to adopt new 
methods, however useful, new improvements, how- 
ever obvious. The descriiition of the peasantry of 
the Rhine provinces in Germany, of the interior of 
Trance and of Italy, as given by their own as well as 
hy foreign observers, shows that, as regards rural 
hanking, the prospects of the masses in the countries 
named were little, if at all, better than those in the 
Madras Presidency of the present day.” 


CHAPTER V. 

PaO&RESS 05 THE 0o-OPBRA.TrVE CREDIT 

Movement in India. 

The Co-operative Credit Movement initiated by 
lathe progress of the CuTzon’s epoch-makiiig luea- 

™?™entTu indS'too made remark- 

able progress in India during the 
last few years : so rapid has been the progress that 
Sir Robert Carlyle apprehended that the chief danger 
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to the co-operative movement was that “ we might he 
tempted to go too fast and outgrow our strength.” 
He pointed out that one good society did more good 
for the co-operative cause than twelve indifferent 
ones, as one society well run on sound co-operative 
lines did good not only to its own members, but also 
outside throughout the neighbourhood in which it 
Avas wording. But according to Sir Edward Maclagan 
“ the progress made has been of a healthy and definite 
character and Mr. Eremantle thinks that “ this 
rate of increase is likely to be maintained for some 
time, since the institution of new centres of organisa- 
tion and control is rapidly spreading the knowledge of 
the system over wider and wider areas and facilitating 
the formation of new co-operative societies ”, — this 
rate of increase ouglit to be vigorously maintained, 
for, in spite of the most gratifying progress of credit 
co-operation in India, it cannot be said as yet to have 
done more than touch the fringe of the problem it is 
intended to solve. Sjpeaking only for the Bengal 
Presidency, there are in if no less than 119,851 toAvns' 
and villages of AAdiich 119,608 are merely village units 
Anth populations ranging from beloAV 500 to 5000. 
The chief occupation of the people in them is agri- 
culture, and every one of them, it may be safely 
assumed, will be the better for a Credit Society in 
it. But at present we have about a thousand societies 
in the AAdiole presidency serving presumably an equal 
number of villages. This shows Avhat a vast field 
still remains to be covered in the direction of credit 
co-operation alone. 
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The satisfactorj features of the general develop- 
ment of the co-operative movement 
of the iniiai co-opera- in India havB bccu that only a small 

tive moTemont. . i <. i 

proportion of the capital of the 
societies has been advanced by the state, that the 
purposes to ivhieh loans have been apiilicd have been 
almost entirely productive, and that loans, generally 
speaking, have been punctually repaid. The rates 
of interest charged vary, but are considerably lower 
tlian tliose charged by the local money-lenders; it is' 
estimated that, at alow computation the agriculturists 
of India are saved £100,000 in interest charges for 
every £ !.'i00,000 lent out by co-operative societies. 

The societie.s registered under the Act of I90ii 
were classed as “Central,” “Urban” and “Rural” 
the fi-i'st class iucludiiig those societies that lent to 
otJier societies only. 

The progress of the co-operative credit move- 


ment in India will ho evident from 
the proBTcsi of tuc the following figures (for detailed 
statistics see Appendices A and 


B).;- 

1905-6. . 

1911-12, 

Nmnher of societies at 



end of tlie year. 



Central 

9 

120 

Urban 

37 

495 

Rural 

237 

7,562 

Total 

383 

8,117 


5 
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Numlior of monihors 

28,620 

403,318 

■Working caiiital at end of 
year 

.C 

0l,5t8 

e 

2,238,277 

Expenditure during the 
year 

L* 

32,084 

.C 

1,643,928 


“Ill this progress,” said Sir Robert Carlyle 
w«pooiai provin- ill welcoiiimg llio Rogisfravs fo Iho 
oiai fPdtnrM. third Simla Conference in 1008, 

“ every province of iinjiortance had slinred, hut each 
province had some special feature to show, and the 
movement was not. proceeding on identical lines in 
every part, of India. In the United Provinces a 
poworfiil union had proved itself ca])ahlo of attracting 
capital and sni»ervisliu!: the work of its eomponent 
societies. Tn Bengal, perhaps more than anywhere 
else, slronuons elVorls had heeii made, and wilhalargi' 
measure of success, to toacli perhaps the hnmhlcst- 
and .smallest collections of humanity that had form- 
ed themselves into co-operative societies in any 
part of the world the true principles of co-o]ieratiou 
and the proper methods of management. In the 
Puniab great success had been achieved in attracting 
the confidence and savings of the genuine agricul- 
turist. In Madras the confidence of non-members 
had been shown by their readiness to make deposits 
on business terms, and in many districts the influence 
of the societies had compelled the money-lender to 
reduce his rate of interest ” 
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Three special Indian institutions deserve some 

Three special Indian ^0^06 liei’e VIZ. tile Clcrks’ Socictv, 

institntions. Village Gruiu Bank or Dliarnia- 

(jola andtke ‘SVeavers’ Society. 

The Clerks’ Society is generally on a limited liahi- 

( j j lity basis. All clerks in an office ivhere 

The Clerk’s Society. co-opcrative Credit society has been 
formed are eligible for entry into the society after 
due election, which was necessary under the Act of 
1904. Loans are not generally granted by clerk’s 
societies without a previous enquiry into the puiqiose 
for which they are requked. These clerks’ societies 
have not proved very successful in the XJnited Pro- 
vinces where defaults are very common. In Behar 
and Orissa they have about a dozen of such societies 
some of which are very successful. It is here 
in Bengal, however, that the clerks’ societies have 
been very successful ; the standard of punctuality in 
repayment is better -with them than with ordinary 
societies, members are confined to one office and 
the collector does not, as a rule, interfere with the 
management. There are also many successful 
societies among the employees of mercantile firms : 
the heads of these firms do not attempt to scrutinise 
the books of the societies which are both for borrow- 
ing and for saving. 

At the third Simla conference of Registrars in 
TheCo-o^Uoarain the latc Mr. Buchan stated 

•Bank or Dkarinaijoia. Grain Banks would be quite 

successful in Bengal, so long as the membership was 
restricted. The Hon’hle Mr. Goliflay, however, ex- 
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plained that experience in Bengal was practically 
confined to the Sonthal Pergunnahs where some 
years ago in a time of famine the Deputy Commis- 
sioner had purchased a large quantity of grain for 
distribution on loan to the tenants of the klias malial 
and wards’ estates under his control. The interest 
which was taken in grain had been added to the 
principal and thus in the course of a few years very 
large stocks had accmnulated. Difficulties of manage- 
ment ensued, aiid the Deputy Commissioner applied 
to the Registrar for assistance. The Registrar found 
that the most satisfactory plan to adopt was to make 
all the borrou ers in a single village jointly responsible 
for loans of that village. No loans were made to 
individuals except on these terms, and in this way 
groups of borrowers were created. The next step 
was to encourage these groups wheneA er they con- 
tained ten or more members to form themseh es into 
co-operative credit societies each uith its own gola. 
The system has proi ed to be of great convenience 
and its further expansion is desirable and is expected. 

Tlie number of co-operative credit societies for 
The w«iveia’ Co- ''^®8'Vers is ou the iuci’ease in many 
operative Society proviuccs — ^uotably iu tlie Bombay 

Presidency where there are many such flourishing 
societies of which one — the Dharwar Weavers’ So- 
ciety established in 1908 is typical and representative. 
We cannot help giving here extracts from an interest- 
ing article by Mr. K. B. Bhadrapur, published in the 
" Advocate of India,” — 
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“ The origin of this Society, though humble is 
interesting. It came about thus. 
Dharwar Weavers^ A Small hand of u'eaYcrs U'itll silk 

Union— its origin. t 

bundles m their hands, ivere one 
morning seen, in the Southern Maratha Co-operative 
Credit Society’s office, where Mr. Herlekar — a leading 
co-operator in the district — ^happened to meet them 
and to ask them where the silk was purchased. As 
expected the reply was “from a Ilanoari's'' and 
they incidentally told him that it could be had much 
cheaper in Bombay if bought wholesale, Mr. 
Herlekar let them know that there was no special 
difficulty in ordering yarn and silk direct from Bom- 
bay, if they could only combine and exhorted them to 
form a weavers’ co-oiierative union. Assenting to an 
experiment, the Union was very shortly ushered into 
existence. This small band of weavers formed the 
nucleus of the Society which is of unlimited liability, 
Its memborsiup and ®^ch member is jointly and 

severally responsible for all the 


liabilities incurred in its behalf. 

The total member- 

ship of the Society now stands at a little over hun- 
dred and its capital is Rs, 16,563 being made up as 

follows :■ — 


Deposits 

1,687 

Share capital 

7,162 

lioan (Government) 

1,486 

Loan (Private) 

2,000 

Loan due to Agents 

3,260 

Reserve Puud 

... m 

Total 

... 16,563 
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“ Tlie sliare capital consists of shares of the value 
of rupee one each. The Government advanced by 
Avay of encouragement, a loan of E,s. 2,000 free of 
interest, for three years, which is now being repaid 
by annual instalments. The annual turnover of capi- 
tal is about Es. 30,000.” 

“ The Society buys Avliolesale raAv materials such 
Its moib of opera- as sillc, yam and indigo dye, requir- 
ed for the Aveaving industry and 
retails it to members at a reasonable rate of profit, 
usually three pies on a ruj)ee either for cash or on 
credit. A rate of interest A'arying from 9 to 12 per- 
cent is levied on cash advances, Avhich are made to 
meet the miscellaneous needs of the weaA'ing class and 
on the price of the yarn sold on credit. Cash loans 
are usually short time loans. ” 

“ There are some features of the Society Avhich. 
dererve notice. It advances money on finished pro- 
ducts deposited with it, to the extent of three quarters 
of their value as determined by the Committee. The 
OAvner of an article deposited is permitted to take it 
to the market every week and offer it for sale. He 
may repeat this process seA'^eral times, before he finally 
disposes of it. This system enables the weaver to sell 
his finished product to the best adA’-antage and to tide 
over slack seasons.” 

“ The Society purchases Avholesale every kind of 
raAV material required for the Aveaving industry and 
not yarn, silk and indigo only. Prior to this society’s 
existence all these things Avere bought from soiokars 
and Marioaris Avho charged a clear profit of one anna 
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on every rupee. The rate ol interest lencci by them 
varied Trom 18 to St per cent. Further the Aveavers 
Avere at their mercy and had to sell their cloth to the 
sowl'ai\ AA'ho advaiAced the yarn at any rate Avhich 
he might fix. All this sowImv — IF aricari tyranny, has 
noAA’^ disappeared and the AA'eaA'ing community is once 
more breathing the free air.” 

“ The Society receives deposits at Rs. 6-4-0 per 
cent interest and it borrows special additional loans at 
7 per cent. The rate of interest charged on loans to 
members, is from 9 to 12 per cent. Tt is thus clear that 
the Society makes a fair profit ; besides it sells raAA’’ 
material at a profit of three pies on every rupee. 
What becomes of all this profit earned by the Society 
from year to year ? Onc-fourth of it is carried to the 
Reserve Fund ; a part of it is ufilized in paying 
dividend to slvaveholdcrs. Tlic remaining is spent in 
giving bonus to members, in proportion to their pur- 
chases of yarn. A brief record of last year’s 
1912-13) statistics in this conneefion, may help the 
reader to form an idea of the extent of the Imsi- 
ness done by the Society. Rs. 736 were distributed 
as bonus among purchasers at the rate of 4^ per cent. 
A dividend of 9 per cent AA'as declared on shares and 
the total amount spent on this head amounted to 
Rs. 435. The total weight of the turjiover of yarn 
and silk during the same year Avere lbs 3,680 and 
1,787 respectively.” 

“ What are the moral effects of the Society - 
Its moral effeeta Thesc ai'c many and more valuable 
than all the 'economic gain being reaped by the wea- 
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ring class. A Peeling of amity and fcllon* feeling 
cliaractcrizc the dealings of ni embers ^yit]l eacli otlier, 
Evei’y one address(!s cA'ciyone else as “ Annaj” a term 
of ciideanncnt as -n-ell a*! of respect. Tlie Society’s 
otUce serves not only as a rallying business ceiilrc 
but also as a soi-t of social club.'’ 

or late co-o])erative credit is report rd to have 
Coopomtivo croilit gatucd grouud aiiiong other classes 

Sociptips amoiifr otlior ' '' 

also — brass-workei’s. okka-driversj 
shoe-mak('r.s, Pruit-scllcrs and the like — n’ho appa- 
rently organise lhomselv('.s into very small societies 
oP one calling only. 

CHAPTER VI. 

ErmcTs or Tun Co-ovF.R \TrvR CiiimiT !MovE3irEXT 
Tx Txni.\, 

Tiie co-operative credit societies in India are 
noAV numbered by the thousand ; n'ilh their aid labor- 
ers have become onmers ; hopeless debt has been 
banished and the Malmjau driven out ; agriculture 
and industry have been developed, and the villagers 
in the poorest tracts have become prosperous; the 
illiterate man has turned towards education and the 
drunkard has been reclaimed ; the middleman has been 
eliminated, the raiyat is getting full value for his 
jn’oduce, and paying his rent with ease : village life 
has been stimulated by associated action and by the 
business education of the bank ; punctuality, thrift 
and mutual confidmree are being taught; litigation 
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lias clecreaseil aiul morality has imjirovcd ; activity has 
taken the place of stai?iiatioii and routine ; associated 
action has replaced mutual distrust. 

Those eficcts of the co-operative credit move- 
ment upon our people may he classified under four 
heads — moral, educative, social and economic. 

Tuk Mohal Effects. 

Its moral eficcts arc evident when we consider 
that some societies have taken mcasuros to deal with 
the evils of cigaretl e-smoking and that many settle 
village disputes by a reference to the pmichaijei with- 
out going up to Courts. In Sir Edward ilaclagan’s 
words — “ The effects of co-operation on litigation is 
in some places very marked, and wc hear in one 
district of a decrease diu’ing the year of 1,100 civil 
cases which the judicial authorities ascribe in Iho 
main to Oo-o]ioi‘ative Credit Societies.” 

The Educative Effects. 

In the words of Mr. WoHf “it has already 
quickened the intelligence of the raiyats and 
awakened their power of thought, understanding of 
business and sense of responsihility. They have 
learnt something and they are showing themselves 
anxious to learn more. They want to master rudi- 
mentary letters, to fit themselves for keeping accounts 
and checking them.” Again, Sir Edward Maelagan 
says — “ We have instances brought to our notice of 
the effect of co-operation in improving the - education- 
6 
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and morality of tlie communities which have adopted 
it, in reducing unnecessary expense and in supplying 
medical relief.” As a matter of fact we find that 
in a Midnapore village one of the most direct effects 
of the society has been the institution of a Middle 
English School to the upkeep of which the society 
is now contributing four rupees per month from its 
profits ; and that in Khulna one of the effects of 
these societies has been a growing demand for night 
and vernacular schools. In some cases these societies 
have also successfully taken up the question of vil- 
lage sanitation. 


The Social Efeeots. 

Its social effects are no less remarkable. The 
Indian co-operative credit societies give loans to 
members not only for paying off old oppressive debts 
and for such productive objects as the purchase of 
fertilisers, seed and livestock, the building of houses, 
the purchase of land etc., hut also for marriages, 
pilgrimages and funerals. Here in India no distinc- 
tion is made between productive and non-productive 
expenditure, the distinction observed being that 
between necessary and unnecessary expenditure. 
Loans for marriages, sradhs and even pilgrimages 
to holy places are also therefore allowed ; because, if 
loans for such purposes were refused the members 
would he compelled to raise money from mahajans at 
the usual exorbitant rates and they would he left 
without any wholesome check on their expenditure. 
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In many cases the punchayets have cut down tlie 
amount' apj)lied for to meet such expenses. It is 
usually the dread of Aullagc opinion that compels a 
villager to spend large sums of money on these social 
ceremonies. It is the same ^•illagc opinion which 
noAv compels a man to restrict liis expenditure on 
these objects and the good people of the villages 
where there are societies are no longer anxious to 
have feasts at the expense of an unfortunate man 
who has lost his father or who has to marry his son 
or his daughter, for (on account of unlimited liability) 
anything that affects the man’s solvency might also 
affect their own pockets. Again, in his Resolution 
on the working of Co-operative Credit Societies 
in the United Provinces, during 1911-12, Sir James 
Meston thus sums up in weighty terms some impor- 
tant aspects of the social results of the Co-operative 
Movement : — “ The movement has undoubtedly hod 
an appreciable effect in creating solidarity of feeling 
and a neighbourly spirit, and in providing a nucleus 
of a natural authority to which village disputes can 
be referred and which may be invoked to justify 
thrift on occasions where custom demands extrava- 
gance. It is in effect calling into existence an 
articulate public opinion and giving it concrete 
embodiment in the “ pmiohmjet." Purther, the group 
system of organisation is leading to co.-operation 
between village and village. The Registrar, with 
pardonable enthusiasm, looks upon the movement as 
heralding a new corporate village life and even the 
birth of a rUstio civilisation and culture,” 
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Tue Ecoomic Errrcis 

Its economic effects are very lai -i caching mdeecl, 
foi it has tempted hoaided money out of its conceal 
ment and has attiacted the funds of the geneial 
puhhc The successful uoikmg of these societies 
has earned the confidence of the villageis who nou 
do not hesitate to deposit then hoaided sai mgs in them 
These societies aie specially appieciated by uidous 
and old men as convenient places foi the custody of 
then haid-eained savings We give heie some lemail- 
able instances flora the veiy mterestmg lepoits on 
the V 01 king of Co-opeiative Ciedit Societies in Bengal 
In Midnapoie the vidow of a maJiajm who did not 
help the society with any deposits, although sei eial 
times appioached by the membeis, deposited Rs 800 
on behalf of hei minoi sons tu o daj s aftei the death 
of hei husband In anothei case a man u ho u as 
not suspected of having any money at all bi ought 
Rs 100 to deposit in his society aftei theie vas a 
theft in the village ' In Khulna a palanquin bearei, 
to the agieeable suipiise of all, biought m Rs 1,200 
to deposit in the Khulna TJmon — a case ot hoaided 
wealth indeed' Enquuies elicited the infoimation 
that he n as knou n to be a sobei and steady man and 
that the villageis had always suspected that he had 
some money which he had Silas-like buiied undei- 
neath the eaith 

Ml Wolff thus summaiises the economic effects 
of the Co-opeiative Ciedit Movement in India — “Co- 
opeiative Ciedit has biought money to many a spot 
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thirsliiig for i(, generally in the right way ; in many 
cases has it replaced hopeless insolvency l)y solvency 
already attained or else in prospect ; there arc, at any 
rate, hundreds, probably thousands, who have, by the 
aid of this helpful ally, liberated themselves from 
the usurer’s yoke ; there are villages in which the 
mahajau. and the sowcar now find their occupation 
gone. The institution has accordingly inspired new 
hope into ilic minds of the debt-burdened ryots and 
opened to tliem a Avaj- to higher existence.” 

Another very important aspect of the economic 
cliccts of this movement is thus described by Sir 
Edward JIaclagan — “ If we take the question of 
saving in iiiterst alone, the benefit done lias liecn 
great, and is increasing. li\"e may fairly assume that 
the saving on each loan given out by societies during 
the year to agriculturists has amounted to at least 
ten per cent, and the result is that at a low computa- 
tion Avc save the agriculturists of India from an 
absolutely unnecessary burden of at least ten lakhs 
of rupees for every crore of rupees lent out hy Co- 
operative Societies : and the sums so lent out have 
already begun to be counted in crores.” 

Thus we see that the Co-operative Credit Society ’ 
is the guardian of the village— it 

A summary. bank, its OWU COlll’t, itS 

own school and its own municipality ; it lends money, 
it settles disputes by arbitration, it offers educational 
facilities, it effects sanitary improvements— it has 
grown into a sort of a village democracy ; truly has 
it been said that “ one cau sco in these institutions 
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the beginnings of the old village comnmnities whose 
dibaiojDearance as a factor in the political organisation 
of the country every one deplores.” 

In a similar strain H. E. Lord Carmichael spoke 
Its possible admimB- m Opening speech at the fifth 
trafcivc effects Bengal Provincial Co-operative Con- 

ference of 1913'—“ In the administration of Bengal the 
solution of great problems which most nearly affect 
the people of the country (whether they concern the 
water-supply or sanitation or fighting malaria) depends 
upon local effort, and in this we are handicapped by 
the want of village institutions. But I hope I am 
right in foreseeing that in the future these societies 
■\vill take the place of the old village institutions which 
once existed in India, and I am siu’e I am right in 
thinking that, if they do so, there will be a great 
change for the better in the administration of the 
country.” So also, the Hon’ble Mr. P. C. Lyon, 
speaking at the same conference, said — “ It is recog- 
nised now on all sides that a successful village 
society means a far step forward in education 
and local self-government ; in fact the resuscitation 
of village government in a most attractive form.” 

And in his presidential address at the sixth 
Bengal Provincial Co-operative Conference of this 
year he (the Hon. Mr. Lyon) predicted that the 
Co-operative Credit Societies were destined to 
form the best and soundest basis for the cons- 
tituencies of the future. “I look forward to the 
time,” he said, “ when the Co-operative Credit Society 
of each rillage, bringing the people together for all 
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matters connected with the weal of the village, will 
he liulced iip with the system of village and circle 
government and will be utilised as the only efficient 
electoral unit. Each such unit will vote for the 
representative who will look after the interests of the 
village in a larger council composed of an aggregate 
of unions, and he will, in his turn, help to elect the 
members of still higher councils. In every stage of 
such development you will find the Government your 
firm ally, as it is in this way alone, I believe, that 
we shall obtain truly popular constituencies, able, by 
the iiifliience they exercise on public affairs, to con- 
tribute valuable assistance towards the good govern- 
ment of Bengal.” 


CHAPTER VII. 

The Co-operative Societies Act oe 1912. 

Truly has Mr. Wolff said in his "People’s 
Co-o p 0 r a t i o n can Baulcs ” that—" The Seed of co-oper- ' 

work wonders in India. 

ground. The progress made is quite phenomenal, 
such as has nowhere else been previously Imown.” 
This is as it should be here in India, for India is the 
countiy where co-operation is the panacea for all her 
social and economic evils. Would it be regarded only . 

as a di’eam if India were pictured as 
a vast continent of villages .and 
cities — the villages full of smiling homes surrounded 
on aU sides by scientifically and corporately cultivated 
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fields and gardens, co-operative stores, grain banks 
credit societies arid building societies, model farms, 
model dairies and model schools — ^tlie cities full of 
mills and factories working up the raw materials 
produced in the villages, with well-equipped, up-to-date 
technological colleges, big commercial houses, exten- 
sive dockyards, fiourishing markets and a thorough 
transport service ? 

This dream is on its way to reahsation, for the 
Its prospective fulfil- success of the Co-operative 

Credit Movement paved the way 
for Co-operative Societies for other purposes, viz , — 
(1) Co-operative Distributive Stores to supply local 
needs ; (2) Agricultural Co-operative Societies which 
again fall into three principal classes — («) Supply, 
i.e., distributive societies, for jiroviding materials of 
agriculture; (b) Productive, such as co-operative 
dairies ; and (g) Sale, such as grain-selling societies. 

Unfortunately, however, the Act of 1904 did 
Need for amendiug not permit the registration of such 
the Act of 1904 societics. It was fouud difficult to 

fit them into the provisions of an Act which was not 
intended for them, and it was clear that provision 
must be made for co-operation not merely to borrow 
but also to purchase, produce and sell. It was also 
found that the classification of societies under this 
Act into Rural and Urban involved needless compli- 
cations which would be cleared if they were classified 
into Limited Liability and Unlimited Liability 
Societies. - It was also deemed essential to provide 
for the union of societies into larger bodies so as to 
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sccxii’e a lai’gc measure of non-ofllcial inspectiou 
and control and to facilitate tlic raising of 
funds. 

Accordingly il was found necessary to amend 
the Act of loot; indeed the need 
rtimovp thp iioiidpiinip.: foi’ amending Ihe Act was felt even 
as early as IflOfi when flie first All- 
India Conference of Registvans was held at Simla ; and 
at every subsequent conference fads and ai'guments 
were brought forward lo justify the immediate enact- 
ment of a new law with wider application. The 
conference of 1909 di’cn- up a draft amended hill to 
which Sir Rdward !^[aclagan thus referred in his 
presidential address at the Fifth Conference of 19] 1 : — 
“ The Fill prepared at llie last conference has been 
.considered by the Local Governments and after con- 
sidering the views expressed hy them a rough draft 
Bill has been prepared by the Government of India 
and submitted to the Secretary of State. The Act 
has been recast and put into a move suitable form 
and it has been extended .so as ’to include other forms 
of Co-operation besides CrccUt Societies. The dis- 
tinction hetAveen ‘ urban ’ and * rural ’ society has been 
removed and a limited permission to pay dividends to 
rural societies Avith share capital and txnlimitcd liability 
has been alloAvcd. " ® * The main feature of 

the legislation is the inclusion of other forms of 
co-operation Avithin the scope of the Act and this 
is likely to affect greatly the operations of the 
future.” 
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This Bill to amend the law relating to Co-opera- 
Tho Co-operative tive Socioties was’ passed early in 
the“*^eLngM°^ inteo' 1912 and I’eceived the assent of the 
ducedbyit. Govemoi* General on the 1st of 

March, 1 912. The first change made by this Act is 
indicated by the difference between the titles of the 
two Acts. With the spread of Co-operatiye Credit 
Societies, there had arisen in many parts of India the 
desh’e to initiate other societies of a co-operative 
type, having for their aim the production or distribu- 
tion of commodities and not merely the provision of 
credit. The new Act accordingly provides for the 
registration under the Act of any society “ which 
has as its object the promotion of the economic in- 
terests of its members in accordance with co-opera- 
tive principles,” or any society "established with 
the object of facilitating the operation of such a 
society.” The statutory distinction between " rural” 
and " urban ” societies is dropped, the radical differ- 
entiation between societies with limited and unlimi- 
ted liability alone being retained. The principle 
that agricultural credit societies must generally be 
constituted on the basis of unlimited liability is re- 
tained, but with a view to bringing within the provi- 
sions of the Act societies that have grown up and 
done useful work in some parts of the country, the 
distribution of profits by "unlimited” societies is 
allowed in cases where this course is sanctioned by 
the Local Government. The fourth new feature of 
importanOe in the Act of 1912 is that it xirovides 
for the formation of societies the members of which 
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sliall be other co-operative societies. The grouping 
of societies into unions, and their financing by 
means of Central Banks, is an essential feature in 
European systems, and action on these lines had 
already been found feasilde in most provinces of 
India. Tlic other changes introduced by the neu' 
Act do not call for special notice. 

The passing of this new Act has considerably 
^ , widened the field of economic co- 

TIio now Act Iins 

widened tho field of co- operation iu India ; it has removed 
the limitation preventing co-oper- 
ativo credit societies doing anything but supply 
funds to the members, and has allowed the formation 
of societies with other jirofitablc objects in view. 
This has resulted in the immediate utilisation of 
co-operative societies for tho dissemination of agri- 
fjultural improvements. Without going beyond 
•their legitimate function — ^that of supplying credit 
— co-operative credit societies had been used 
and are being used for spreading improvements. 
They have often been used to spread literature 
on agricultural improvements, and are one of 
the most effective agencies in doing so. They 
have in some cases, as for instance in Eastern 
Bengal, taken the advice of. the Agricultural 
Department with regard to advancing money 
for improvements to be made by their mem- 
bers. 

These things could be done 'without any extension 
of their old powers, but as soon as it became possible 
for the co-operative credit .societies to. extend their 
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iiniclion'' Ihi'y bcyan lo do soininniiy cas('& iindor llic 
guidance of AgiicuUninl Dcpailinonls. Hero A\e 
^liall gho extracts fiom tlic (ouvt]) n'port on the 
inlroduclion oJ inl])ro^ emmis into 
fios^nTtV^^KnuiUnMi Lidiau Agricnllnre j’ccontly issued 
Dcptirimciits Agiicultuval Department 

ol llic Government of India. Tlie-'C extracts nill 
slion lioAV the passing of the Act ol 10l2 has render- 
ed it jwssihle for the Agiiculliiral Departments to 
Avork hand in hand A\il]i tlie co-operathc credit 
societies for improAing fudian agricultural condi- 
tions. 


One oi tlie Jirsi signs ol this joint action ul 
ii,c.rjo...taa.o.. Us co-opcrat iv(‘ credit societies AAitli 
‘’"f”'' tlie Agricut ural Departments aaus 

tlie A\ isli on the part ol a numher oJ rural societies 
lo cairy a stock of implements and sometimes of seed 
tor sale or hire to their members. This has been 
done ilia number ol proA'inccs, and has often proAcd 
a very great convenience besides being profitable 
to the societies tliemsclA’es. 


“ The greatest dcA’-clojiracnl of miscellaneous agri- 
cultural functions has perhajis been reached in the case 
of some societies in the Dnited ProA iiiccs. There the 
no^olopmcnl, m ibo I’dation IicIaa ceii tlic Agricultural 
Uinicti 1 'ro^im.cs Department and certain societies is 
A’ery close, and one or Iaa'o cases may be given 
as illustration of AAdiat is being done and the 
diflicnlties Ailiich haA'c arisen. In the case of the 
Ganria ICalau Society, the Society takes the seed 
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iGConimendccI bj the Deputy Duecloi , it piacticnllv 
iiionopoli/es tlie sen ices of in Inspecioi of the 
Depaihnent , it has anellboiei fioin the Depait 
iiient in its sen ice, while the Deputy Diiectoi inahcs, 
nheie neccssaiy, aiiangements foi inaiLctmg the 
piodiicc of the Society to ensuie hettei puces Tins 
Societj non also inns its onn agiicultuial Exhibition, 
and maintains a depot of implements foi sale The 
same intimate lelations aie non being established in 
othei cases Indiiidual inembeis of these societies 
alieady put donn and test the lalue of t^pes of 
ciops le comm ended and caiij out the methods of 
cultn ation taught , but the fullest use, the Diicctoi 
consideis, can obMOuslj not be made of them unless 
as units they mil undeitahe such steps as that of 
keeping up a supply of the seed given foi demonstia- 
tion This question of seed is consideicd to be pei- 
haps the most ui gently needed extension of then 
functions , and it is desiied to make them indepen- 
dent and self-contained in the mattei of sujiply of 
seed to then membeis In enteimg upon it ceitaiu 
piactical difficulties haie aiisen To cany the 
aiiangements into effect a ceitam amount of capital 
IS neccssai\ to piuchase back seed fiom the mcm- 
beis selected to sou stoiehouses aie leqimed m 
uhich +0 stoic it if the crop is cotton a small ginning 
facloiy IS dcsiiiblc, and some staff must be m untam- 
ed In olhei voids, these societies, hitheito entneh 
Cl edit oiganisations must enlaige then functions 
ind definitely lecognise agiicultuial impiovemcnt as a 
duty low lids the incinbeis ” 
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A certain amount of reluctance exists among 
^ credit societies to make this exten- 

Ought the credit bo- 

ciefcies to extend their gion of their functious, and it is a 

lunction r* ^ 

debatable question as to whether 
they should be encouraged to do so, or whether 
special societies or unions should be formed side by 
side with the credit organisation to undertake tliese 
trading functions. 

“ As an example of the establishment of parallel 
, co-operative societies financially de- 

Parallel co-operativo 

Boeieties. peudcut ou the Go-operative Banks 

but independent in other Avays, the development 
of Agricultural Unions, chiefly for seed supply, 
in the northern part of the Central ProAunces may 
be referred to. . The question here has chiefly been 
that of seed supply and the close connection with 
the credit societies is seen by the fact that the 
“ Seed Supply, Ltd,” Sehora, now has its office at 
the Central Bank, Sehora, and employs a trained 
man who supervises the seed farms of its members 
besides demonstrating new methods and implements, 
and maintaining a stock of implements, and sj)are 
parts for sale to its members.” 

In various forms modified to suit local con- 
ditions, co-operative organisations 

Societies for the pro- „ i 

auction and supply of tor the productiou and supply or 
. seed will .probably be the first re- 
sults in many rural tracts of the. success of credit so- 
cieties. The details of organisation Avill Amy much, 
but AAdiether undertaken by the credit societies or by 
unions of credit societies (as in Burma), or by, se- 
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parated societies altogether, it forms a probable first 
step in many cases to very large developmeut in 
tliesc directions. 

“ An illustration of such seed-producing societies 
growing independent of previously existing credit or- 
ganisations may be given from experience in the 
cotton tracts of Berar. In this case, they are in the 
form of Agricultural Unions, which maintain a 
central seed farm for the production of cotton seed, 
and provide ginning machinery for ginning the seed 
of rosea cotton from a number of brancli farms run 
liy the members. The capital is used in running the 
central farm, and the supply of tlic necessary gins ; 
and the seed from which they work on tlie central 
farm is obtained annually from the Agricultural 
Department. The financial result lias hitherto been 
satisfactory, and the extension of such unions will 
bring about the transfer from the Agricultural De- 
partment of the spreading of the improved forms of 
cotton seed suitable to the district.” 

“ In no other direction had development gone 
so far as in co-operation for the pro- 
t“BoSy\nd’'i; duction and distribution of seed, but 
the Deoottn ^ Certain amount of experience has 

been already gained in the' formation of societies 
for the purchase and distribution of concentrated 
manures in Bombay, and for dany purposes in 
the Central Provinces and the United Provinces. 
In the case of manure societies, a notable suocess 
hn.s been achieved . at Kelva Mahim, near Bombay, 
where in a tract of very intensive culture, with a 
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large demand for castor cake; in the first, -year’s 
operations^ on i the h.asis of-a co-operativ'e cajfital-of 
Rs. 7j 5 00, a profit of 25 per cent, has -been ; secured 
and the cake sold 'below the market rate. It. has 
secured also that ■ the market rate has been much 
lower than it would • have otherwise been. In this 
case, the co-operators were ahnost exclusively the 
gardeners- themselves, but- -the-, management ; was 
ill the hands of a keen local man, not however a 
gardener. A- larger manm'e 'Sii]pply society has re- 
cently been promoted in one of the sugarcane tracts 
in the Deccan, with a capital of E-s. .20,000, It has 
succeeded in coming-out soundly from-, the -first' year’s 
trading, though' there wHl 'be no large- actual - j)rofit, 
but it has caused the price of -fish-manure (in which 
it dealt) not to rise 'as 'was invariably .the case in 
former years. -The result of 'its experience is to 
indicate that such a society is .best . run when the 
shareholders are Co-operative Credit Societies who 
can buy for the benefit- of then members rather than 
individual cultivators. ^ • 

' “ As' regards- dahy- societieSj -the -experiment at 

. + hfagpur, organised hv - the- Central 

Hairy Societies at ot ^ o e 

xagput and Benares. . provuLceS Agricultural Depart- 
ment, is a very- interesting one, which has now been 
working I’S- months. - A .capital -uf Rs 80,000 was 
Hid down- by Grovernlhent, Es., 20,000 -to purchase 
landnnd Es. 10,000 to' pUt- up .sheds, and the cor 
operating Godlcis put their cattle on this - land ; and in. 
these 'sheds'.'.- They pay . Rs;- fi . for pasturage of a 
niilkin" cow,- and Es. 3 -for a dry. cow or young hea.st 
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per annum, and pui-cliase other food from the Go- 
vernment, who buy in. bulk and hence at a low rate. 
The cattle are milked before a special staff, retained 
and paid by the Department, and the milk is sold, 
at 8 seers per rupee for buffalo’s milk and 8^ seers 
per rupee for cow’s milk, to a contractor who retails 
it at 6 seers per rupee. At present there are 320 
animals in the scheme, and it appears to have paid 
all concerned, while more Goalas are gradually 
coming into the society and bringing their ani- 
mals.” 

Another somewhat similar scheme, though one 
quite independent of Government and of the Agri- 
cultural Department, has been worked in the neigh- 
bourhood of Benares, and there seems a good deal of 
scope for encouraging co-operation in the improve- 
ment of the dairy conditions in other provinces. 

“ In the Central Provinces one co-opei’ativo cattle- 
Cattia-breadms breeding society has been started 
tieamthoc p Raipur district, and a second 

one will be registered very shortly. The former 
society leased 490 acres of grazing land from Goa ern- 
ment, and commenced with a herd of forty coavs and 
one bull, purchased for them by the Agricultural 
Department. The members themselves in their vil- 
lages had no cows good enough to use as the founda- 
tion of a breeding herd. The share capital is 
Rs. 3,000 : the shares are Es. 100 each. Each 
member is allowed to have up to six cows on the 
farm. The coavs are branded and remain the member’s 
own property Avhile the bull belongs to the Society.” 

S 
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“ On the whole, enough has been done in these 
Co-opeiahve 8ooiefae« varfous directions to indicate how 
rnde^uw agncu" ^any Avays Co-operath^e Societies 
turaiimprovementB. encoui'aged or es- 

tablished to bring agricultural improvements into 
use. It must be emphasised, however, that a Co- 
operative Society is a business concern, and cannot 
undertake agricultural propaganda for its own sake. 
Caution should probably even be exercised in re- 
commending them to do anything Avhich will not 
actually be productive to the society as a society, 
even where it may be profitable to the members in- 
dividually, and in these doubtful cases, probably 
careful consultation with the local Eegisfrar of Co- 
operative Societies should precede any recommenda- 
tion or even approval of action by a society Avhich 
does not lead to profit to itself as a co-operathe 
body.” 

It is to be hoped that the Act of 1912 will 
Co-operafave d.str.- develop fuTihei' the Distributive 
butivo BooiBtiea Co-opcrative Movement as the Act 

of 1904 has phenomenally developed the Credit Co- 
operative Movement. The progress of co-operation 
so far has been one sided ?. e. merely along the lines 
of credit and agricultural societies, Distribnth e Co- 
operation has not yet taken root in the country. The 
number of distributive societies or stores (or associa- 
tions of consumers for the purpose of purchase and 
sale, among members, of the necessaries of life on 
the profit sharing system) for the whole of India up to 
now has only been sixty-nine. The real object of a 
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dibtiibiili^L bociety is to budge the gull bctucen the 
j)ioducei md the consumei, and dispense -with the 
ofli Clous middlemen 01 biokeis who appeal at eAei> 
sLige of the pas^igc oi the aiticle lioin the pioducei 
lo the consumei Societies should be staited in 
Ailligcs loi tlie pm pose of sup^djing to agiicultuiists 
the lequisites foi cultnation and pioduction — seeds, 
seedlings, manuie, lii e-stock and implements — 
mateiidls nccessaii foi i illage mdusti j and foi the 
puipose of selling in suitable pi ices the pioducts of 
such industiies These iillige distiibutnc societies 
maj bo consolidated mto a Cential Distiibutivc 
Stole 01 a Wholesale Societj which wiU buy the 
necessaiy things in liigei quantities and theieloie at 
clieapei w holcsale latcs, and then sell them to the 
affiliated ullage stoies at a little aboi e cost puce 


The Act of 1912 will also gne an impetus to 
Coopoi-itivo Cram ioimatiou lu laigoi nuiubeis ol 
Dhai magolas oi Co-opciative Giain 
Societies foi cicating sloies of paddj to be lent out to 
membeis only toi seed giaiti, maintenance and toi 
lepayment of paddy debts at biglici mteiest and toi 
Cl eating a icseive stock, foi any unloieseeu emei- 
genoies such as famine and scaicity It will also 
help the foimation of Agiicultmal Sale Societies foi 
Agncuitnrai Sale So lielpmg memheis in the disposal of 
then ciops and the pioducts of 
agiioultiual industry earned on by them and loi 
enabling tlic membeis by means of joint sale to ob- 
tain bettei value foi thou mops 
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rinallj uudci ilic pioMsions ol this Ijcnelicent 
rbo Unnorsity Co -A-Ct it Will bc pOSSlLlc to stait a Co- 
oi cnttve booiety opeiatii 6 Socictj Oil llic model ol 
the Oxfoid Umveisity Co-opeiatn e Society m con 
nevionwitb oiii TJniveisitj Tlie O U G S has 
been establislied to show to the students ot the 
Uniieisitj what go opeiation is, and still inoic ivhat 
it may be as an mstiumenl of social lefoim, to deal 
in goods pioduced undei laii conditions and if possi- 
ble co-opeiatiih pioduced, to show that it is cheapei 
to pay cash than to bu> on ciedit and to i educe the 
student’s cost of living The society’s puces aic 
about the usual piice and any bodj may shop w itli 
them, but only people belonging to the Lniveisity 
inij bc mombois and among these the pioflts will 
bc distiibutcd accoidmg to then piucliases 


CHATTER VIII 
Some Ouisunjiiisg Qulsiions 
A — Finame and Conti ol 

In the couisc ol the piogiess ot the Co-opeia- 
tno Cl edit Movement seveial impoitant questions 
have aiisen of these, how evei, there aie two which 
aie of vital irapoitance foi the futuie piogiess of the 
movement, uiz , the best method of pioviding foi the 
finance and contiol of co-opeiativc ciedit societies 
with unlimited h ability. 

The capital of an Unhmited Liability Society 
wasj till recent times, and is even now, gcneially de- 
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rived i'rom some or all of the folloAving sourees : — 
(1) Admission fees, (2) Deposits from members, (3) 
Loans from non-members like the local jmliajem, 
the local zemindar, local philanthropists, or the in- 
vesting public, (4) Loans from other co-operative 
credit societies. 

It lias been found, hoivover, that these sources 
are not at all sufficient to provide adequately lor 
their useful working. Besides this all-important 
question of finance there is the twin problem of 
proper control of the ever-increasing number of 
societies in our villages. Tliese two questions were 
discussed at every sitting of the Simla Conference. 
At the Pifth Conference of 1911 a sub-committee was 
appointed to deal with these two questions. Wo 
give here a summary of the conclusions reached by 
Uiat sub-committee. 

regards Control. 

(1) If the movement is to be made a success the 
societies must co-operate with each other for their 
mutual benefit in the same way as individuals co- 
operate in societies. The object of such co-opera- 
tion will be to take common counsel, to discuss 
questions of common interest, to teach co-operative 
principles, and so to maintain these principles pure 
in the affiliated societies that the fact that societies 
belong to the federation will affix to them a hall- 
mark of sound co-operation. To accomplish this 
end the societies must submit to au inspection of 
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ibcu iccounis and A^oikmg by tlio icpiesoniatn c 
bodj 

(2) This body may Avitliout objection be muted 
A\ itJi a Ccntial Bank piovided ibe sbaieboldcis oi this 
bink aiG the societies themsehes This pimciplc 
should be followed eieii nlieic a Icu mdnidual 
shiieholdcis aic mtioduccd into the Cential Bank 
with the objeet of seeming bettei management 
AVbeie, ho wci 01, the Ccntial Bank is a loint stock 
concein, the sLiieholdeis of nhich aie indiiidnals, 
and not societies, 01 in nhieli the indniduil shue- 
holdeis piedonnnate, iheie should be a iimon oi 
soeietics distinct fioiii the Ccntial B ink 

(3) Umons oi this kind should be confined to an 
aiea not gieatei than a distiict, and, wheie possible, 
to a local aid less than a distiict Such unions 
wheie not united nith a Ccntial Bank haie no need 
ioi a financial basis The costs ini oh ed should be 
defiajed b\ a leij iJto laia on the afiihated societies 
They should be managed by a gcneial meeting 
consisting of one oi nioic delegates horn each afiiliat- 
ed society n ith an execiitn c coniniittee consisting 
ot about 5 mcmbeis elected by the delegates This 
eommittee should employ and pay the stafl; neces- 
saiy foi inspecting the societies and foi piopa- 
gating the piinciples of co-opciation Oidmaiily 
no society in the local aiea should bo icgisteied by 
the Begistiai unless such legistiation is lecommend- 
ed by the local union and the union should ioim one 
oi the mam channels thiougb uhicli the E/Cgistiai 
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exercises his snpcnision and conliol of societies. 
Such unioiis should he encouraged to hold local cou- 
lerenccs. The name “Union” should, as iar as 
possible, he confined to such associations, and n Iiere 
they arc combined uitli a Central Bank the associa- 
tion should he known as a Central Bankin'; Union. 

(it) — As regards Tina nee. 

(1) Central Banks reuistered under the Act 
should he organised as Joint Stock Companies wdth 
limited liability. The shareholders should he socie- 
ties alone and the Central Banks should exist n holly 
for the benefit of their share-holders and should 
make loans only to societies nhich are share-holders, 
Tl'here, however, if is iinpossilde, oning to tiie 
hackuaulness o( tin* people, to obtain tin* necessary 
business management there is no ohieefion in the 
first instance to admitting a small juimhor of indi^ i- 
dual share-holders, hut loans should not he made to 
such individuals. 

There may, however, he circumstances A^hich 
prevent the fm-mation of such Central Banks, and in 
these cases there is no ohiection to a society dealing 
direct with a joint stock comii.my willing to finance 
it. The constitution of such joint stock companies, 
howev('r, (if formed for the purpose of financing 
societies) should he carefully scrutinised hy the 
Begistrar before registmtion to insure that the inter- 
ests of the horroAAung societies are safe-guarded. 

(2) The Central Banks at present in existence 
check the security of the societies to which they lend 
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l)y one of three methods (1) by a special staff 
appointed and paid for hy the directors of the Central 
Bank, (2) hy accepting the inspection and report of a 
Union (or where a Union is amalgamated with a 
Central Bank, the Central Banking Union) of 
societies who themselves pay and employ a staff for 
inspection, and (3) hy relying on the inspections and 
reports of the Registrar and his staff. Although the 
third method may he necessary in the beginning, it 
should be done away with as soon as p)0S8ible. ^Of the 
other two methods, where the whole or the great ma- 
jority of share-holders in the Central Bank are so- 
cieties and the hank deals only with societies, the se- 
cond, vk., the reliance on the reports of the Unions is 
preferable. It is better that the inspecting staff 
should be paid and employed by the Union orCeutral 
Bauldng Union which whould collect the costratealily 
from the societies than that it should be employed 
and paid out of the profits of the Central Bank. 
Where, however. Unions do not exist, the special staff 
3 nust bo paid by the Centi-al Bank. 

(4) The great aim of all Central Banks should be 
to accumulate local capital, and only in- the event 
of such capital not being forthcoming in sufficient 
quantity should money be borrowed from outside. 
It is desirable that a Central Bank should have a 
cash credit account with a joint stock company 
such as the Bank of Bengal, Allahabad Bank &c. 
The Central Bank should not reduce the rates of 
interest on loans to societies belmv 9 to 12 per cent, in 



( C5 ) 

tlie first instance even vrhen it is able lo borrow 
money at 6 per cent, to 7 per cent. 


B.—The Fi'oposed AU-Indw Central 
AtiricnUaral Baiilr. 

At tlic All-India Registrars’ Conference of 1908 
111*. Lalubbai Samaldas presented a note on a 
.proposal for a Central Bank dealing with more than 
one proTince, 

“ As it will be very long, ” says he, “ before fho 
existing Co-operative Credit Societies have their own 
Central Banks, and as it would not be proper to starve 
the existing societies or prevent others from coming 
into e.xistence, merely for the want of an agency to 
finance them, it is advisable lo consider any scheme 
that undertakes to provide them with the requisite 
capital.” He then proceeds to give the details of 
his scheme. The proposed bank is to be a joint 
stock company the share capital of which is to be 
raised in the open market. It is to be authorised to 
give i per cent, debentures, the debenture capital 
being used only for making advances to co-operative 
credit societies or their unions and to individual 
agriculturists. The advances to individual agricul- 
turists are to be made only. , in' canal irrigated areas 
and in selected areas to assist the agriculturists to 
liquic^te their existing debts. The Hank is to be at 
liberty to utilise its share capital as Avcll as its fixed 
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and current account deposit nioiioy for ordinary 
banlving i)urposcs. 

But the cstiihlishment of a bank like tliis is open 
to the follou'ing objections — (ft) it is not sufficiently 
co-operative, because tlie hank proposes to deal 
■with individual cultivators and to carry on a general 
banking business entirely unconnected vitli Co- 
operative Credit Societies ; {b) the operations of tlie 
bank may tend to cbeck lire gion tli of (lie co-opera- 
tive credit movement, because the whole of the 
deposits attracted by the bank as well as the original 
share capital would be available for direct loans to 
agricultnrists ; and (e) the scheme, according to 
Mr. WollV, is loo hold for the presimt. 

Por these reasons this in-oposal of a ready-made 
all- India Agricultural Bank does not appear to be a 
sound one. It is far better that an Imperial Agri- 
cultural Banking Union should be built up by 
gradually federating the Provincial Banking Unions 
which would come into existence by federating to- 
gether the Disirict Central Banking Unions. Such an 
institution, although a distant ideal, will be tlie 
natural and useful development of the true and 
sound principles of co-operation, for it will at once 
solve the two all-important questions of finance and 
control — the Central Banking Union supcrvisijig and 
financing the individual Co-operative Credit Societies, 
the Provincial Banking Unions supervising and 
financing the Central Banking Unions— and, above 
them all, the All- India Co-operative Banking Union 
financing and supervising the various Proviiicial 
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Binlviug Umon't The on nliica such as All- 
Iiiclia Co opeiatne Baukui" Union uillhe staifccl is 
indeed distant but none the less it mil come foi 
signs aie not n anting to show that n e aie fist nioi mg 
toiraids this gieat ideal 

Pioiincial Coopeiitiie Banks — though not 
exictly Bankmg Unions— Ime ilitadj lieen estah 
lished in Boinhai, m Madias and in tlie Oential 
Piovinces and Beiai and it the last (sixth) Bengal 
Pi 01 lucial Co opeiatn o Confcience 1 1\ ell thought out 
scheme foi the ci cation of a Pioimciil Co opeiatn o 
Bank 11 as caiefulli ohhoiated hj the lion hie Mi 
J H Kcii He pointed out one gieat ohstae’e to 
the fill thci expansion of the moiemcnt vu , that, 
geneiillj speaking, the Till igo societies m the aiea 
coieiedhj each Oential Bank all n anted to dian 
then monej and to lepai then money at the same 
time and theie ivas consequently a slack season of 
the yeai ivhen the Cential Banks, which finance the 
Tillage societies, found it difficult to utilise then 
capital piofitabl) the onl) lemedj foi that was to 
give tliem access to a mdei inaiket, and it was 
one of the adv antages of the Piovmcial Bank that 
it would pi 01 ide foi that difficulty The following 
IS a hiief outline of the pioposed «cheme foi a Pio- 
Tincidl Co opeiatn e Bank foi Bengal — 

It will consist poitly of piefeiencc sliaie holdois 
and paitlj of the Ccntnl Banks, who will occupy the 
position of oidinaiy shate holdeis The Pioimcial 
Bank will lend onlj to its oidmaiy shaie holdeis, 
hut the pipfeience shaie holdeis will lank ahoi e the 
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oi'dinary share-holders in the matter of dividends. 
Hhlf the Bank’s shares will he preference shares and 
hatf will he ordinary shares. The preference shares 
Avill he fully paid up, and the preference share-holders 
will have the first claim on the profits, after 25 per 
cent has been set aside for the Reserve Pund in 
accdrdance with the Co-operative Societies Act and 
will he entitled to a dividend upto 6 per cent. There- 
after the ordinary share-holders will be entitled to 
a dividend upto the same amount, and finally any 
balance remaining will be devoted to raising the 
dividend on all shares equally upto a maximum of 7| 
per cent. Any surplus will be devoted to the general 
purpdses of the Bank. The Bank will have power to 
accept deposits and to issue debentures so far as is 
necesshry for the purposes of its work, upto a maxi- 
mum of ten times its subscribed capital. 

But whether the Provincial Co-operative Bank 
be established or not, the societies might each be 
allowed to have a Savings Bank attached to each 
which, afccording to the Bion’ble Mr. Gokhale, will 
serve a double purpose. Pirst, the rural classes 
will have facilities for the deposit of their little 
savings wbere practically no facilities exist at 
present— this would encourage thrift. Secondly, 
the societies, will have a new source of financial aid 
placed within their reach on a commercial and safe 
basis. Indirectly, too, the well-to-do classesj Avho 
might not join the societies, would, if they were to 
deposit their savings Avith those societies, help them 
most materially. 
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C — Slide Tiiiaucial Aid to Co~opcialtce Ciedd 
Societies 

We shall quote hcie thcvieusof the Hon’blc 
Ml P. C Ljoii uho u as the special officei m con- 
nection ivith the intioduction o£ Agiicultuial Banks 
in Bengal These iieus ueie cxpiesscd in aletlci, 
dated Januaiy 14th, 1002, to the Secietaia to the 
Boaid of JEteienue — 

“In the mattci of the financial aid to he gnen 
hy Gov eminent to these institutions, I think that a 
sliaip distinction should he diawn betuecn the 
assistance to he affoided duiing u hat may he c illed the 
c\peiimental stage and that uhicli should ho offcicd 
as a peimanent addition to the funds of the societies 
I am peisonallj doubtful -whethci Govemment should 
hold out any hope that these societies, u hen estab- 
lished elseuheiethanin estates hold hy Goi eminent 
diiectly, Tvill he peimancntly aided fiom Goi emment 
funds Should the piesent scheme achieve anj 
maiked degiec of success, it uill dc^ elop so largely 
astoplaceitahoae tliepoueiof Goi emment to aid 
it mateiiaUy, and it is ohTious that if funds cannot 
he laised foi the woik of these societies fiom pm ate 
sources, the uhole scheme must eventually fail 
While theiefoie, it may be necessaiy foi Government 
to assist the ciedit associations, u hen established m 
towns 01 villages, in times of scaicity oi disticss, I 
doubt whethei any genoial scheme foi theu assis- 
tance in oidinaiy times, by financial aid in any foim 
IS icquiied Those lemaiks do not, howcaei, apply 



( 70 ) 

to the financing of such societies as are established 
in estates, held dh’ectly hy Government which should 
receive such assistance from Government on business 
terms, as they would have a right to expect from an 
enlightened land-owner. ” 

That the above views expressed so long ago are 
substantially correct even to-day would appear from 
the fact that the All-India Registrars’ Conference of 
1908 unanimously agreed “ that, in the opinion of the 
conference, in localities where the co-operative move- 
ment is still in the stage of experiment or demonstra- 
tion, financial assistance from Government is justi- 
fiable and desirable.” Mr. "Wolff, however, is strong- 
ly opposed to any Government assistance on the 
ground that it prevents the growth of the self-reliant 
spirit essential to the firm establishment of a co- 
operative undertaking. But it is undeniable that 
in experimental and demonstrative stages and in 
crises occurring before large reserves have accu- 
mulated, Government financial assistance is necess- 


B, — Attitude of the Government towards the co-opera- 
tive credit movement in times of famine 
and distress. t 

In times of famine and distress the village so- 
cieties should be helped with luUcavi advances, by 
Government but they should restrict their opertions 
till normal conditions were restored. The All-India 
B,ogistrars’ Conference of 1908 passed a resolution to 
the above effect, vis., that in times of scarcity and 
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faraiiiG tid'kciDi loans might legitimately he gwen to 
keep rural societies alive provided that loans could 
not he raised else-where. But legal douhts have been 
raised regarding the issue of tnhkam to or through 
societies j if, however, the ju’csent law does not permit 
such issue the act should be amended accordingly. 

jE.— F uture relations of the Government towards 
the co-operative credit movement. 

It is agreed on all sides that Government 
supervision ^vould probably be always required, 
though the precise duties of the Eegistrar would 
probably undergo some modification. Subject to 
this reservation the Hon’ble Mr. Gourlay has expresecl 
the opinion that the organisation of the societies for 
the imrposes of inspection and audit should be such 
that the societies could eventually take over those 
duties and pay for themselves. The late Mr. Buchan 
agreed that the object to be aimed at was that the 
societies should eventually assume responsibility for 
inspection and audit, but in the meantime he thought 
that the Government should be prepared to provide 
an adequate staff!. The All-India Registrars’ Confer- 
ence of 1908 passed a resolution to the above effect, 
that the time should be looked forward to 
when the societies should themselves pay for audit 
and inspection, but that until tliis could be arranged 
for, the Government should be prepared to provide 
such reasonable staff as might be necessary for the 
continuous development of the movement in the 
varying conditions of each province,” 
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It appears to us that the joint efforts of both 
ojB&oials and non-o£Q.cials are and will be necessary 
for a good long time for the continuous and perma- 
nent success of the co-operatiye credit movement in 
India. The real solution of the^ situation lies not in 
the total withdrawal of Government control, but in the 
combination of a mixed agency of official and non- 
official workers whose harmonious working for a 
series of years may gradually lessen the degree of 
Government control, till such time when there will 
be, as H. E. Lord Carmichael has tersely put it, “ a 
government of the societies by the members and 
for the members ” and when “ the initiative of the 
state ” will be converted into " an active popular 
propaganda conducted by the people,” so that there 
will be a co-operative movement which will “ stand 
alone without direct support from Government.” 


F . — Vtilimtion of Reserve Funds. 

Some authorities maintain that the reserve 
should never be employed as working capital, but 
that it should be placed in a safe investment out of 
control of the society. Others are of opinion that 
so long as the Reserve Fund is small, it should pre- 
ferably be employed in the business of the bank, in 
order that capital may be accumulated quickly, but 
that when it bears an appreciable ratio to the capital 
it may be advisable to invest it apart from the society 
in order to provide security for borrowed capital. 
Where a Central Bank exists the reserves may 
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■« ellhe depo'!itcd •« ith it The hltei iieir appeals 
to us to be the coiicct new 

In this connection "no would suggest that theie 
should he a niawmum limit to the Hescne Tuud 
any amount ahoi e the ma\imum should he used m 
u oiks of public utility as IS done in most Emopean 
couutiics This e\tia amount should be spent mainly 
in luial uatei-supph, sanitation and piimaiy educa- 
tion 

Befoic ue conclude, uc shall oflci a feu sugges- 
tions foi populaiismg the inoiement and foi incieas 
ing its impoitancc 

( 1 ) A A illage Co opeiatn e Stoie should be staited 
in connection uith each Ciedit Societj 

(2) These societies should be entiusted uith the 
collection of t^ pical “ Pamih Budgets” 

(3) A simple tc\t book on co opeiahve piin- 
ciple should be intioduccd into oui piiraaiA schools 

(4) A quai telly all India Go opeiatn e Journal 
should be published by the Goa ernment , it should 
desciibe the piogiess of the moAeraent in the a a^ious 
piOAinces and contam ai tides on co-opeiation and 
co-opeiative notes and neu s 

(5) Thoie should be held, as nou, the piOAincial 
co opeiatiye confeience and the aU- India Registrars’ 
Confeience — in both of Avhich the non official element 
should be sufficientlj icpiesented 

(6) Piiyate non officiil co opeiation should be 
more and inoie sought foi said the late Mi 
Buchan — “above all things ue lequiie helpeis 
Goyeinment can do little moie than shou the 

10 
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way. Co-operation, if it is to “be a power in the land, 
must be developed by the people themselves. It 
cannot he too often insisted that the greatest need is 
for efficient helpers — those with a wide knowledge 
of the country and its people who will think out the 
great question of co-operation and apply them to 
Indian conditions— those with enthusiam to initiate— 
and those (not the least important), patient of details 
and spade work, who will guide and instruct.” 


CHAPTER IX. 

Conclusion. 

“We have the beginnings of a great movement,” 
said H. E. Lord Carmichael in the excellent opening 
speech before the sixth Bengal Provincial Co-opera- 
tive Conference, “ which will not only bring wealth 
to the Individual hut will teach him thrift with all 
its economic and moral advantages ; and it will teach 
him more : it will teach him to work gratuitously for 
the good of his fellowmen realising that his salvation 
is hound up in the salvation of those around him. I 
believe that the young men of Bengal are ripe for 
such work. I know how they woi’ked in the great 
floods in the Burdwan Division and how some of 
them are still working in the flooded areas of Midna 
pore. I then learnt what they were prepared tc 
sacrifice for the good of others. In Co-operatio i 
the young men have an almost unlimited field fo 
such social service and I appeal to them to mak 
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tlie most of it. It is not perhaps heroic n'ork, l)ut il 
is the quiet work of the multitude ol! men wliich 
brings about a great economic revolution.” This 
noble appeal, coming as it does from the august head 
of our province has a significance all its own ; all our 
educated countrymen should become missionaries of 
the gospel of Co-operation and should help on the 
Co-operative movement — a movement which will 
metamorphose our dark arid Sahara of hopeless rural 
indebtedness into a beautiful oasis of hope, sun- 
shine and cheerfulness — ^it will convert sorrow into 
joy, penury into plenty. It is the work in which the 
truly patriotic Indian must join if he wants to do 
some real good to the diunb, debt-ridden millions 
upon the fruit of whose laboiu* he subsists. And, as 
the Hon’ble Mr. Lyon has truly remarked, “the 
movement comprises work for all. For the town 
man, there is work in the formation and management 
of Central Banks, of Unions, and of those urban 
societies which have abeady proved a valuable branch 
of our labours; for the big landlord there is the 
Union of the co-operative credit societies within his 
estates and the formation of others in his own 
village and elsewhere, and there is the friendly 
interest in the work of other organisers and enthusi- 
asts which will do so much to commend our prin- 
ciples ; for the minor landlords, tenure-holders or 
talukdars there is the infinitely interesting work of 
organising individual societies, of awakening the 
dormant conscience of the people to the advantages 
of thrift, and, the gradual upraising of public opinion 
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and public life in rural areas ; and we all know lio’ 
much in the way of education and sanitation an 
other necessities of existence depends upon th 
awakening of the people’s conscience. " Nor nee 
it be feared that the work will prove dull or u •'< 
teresting. "ViTiile the politician may soinetim 
well lose heart when he thinks of the greatness c 
the subjects with wliich he deals, and the long an 
weary distance he must traverse before he can reac 
his goal, the village and town organiser of co-opera 
tive credit societies sees his work justifying itsel 
before his eyes, and Ms reward comes to him at one 
in the visible advancement of the people for whom h 
is living.” 

We cannot better conclude our paper than b 
quoting the follo\nng passage from the conclud 
ing portion of Sir Frederick Nicholson’s valuabl 
report. “ What is wanted is the individual initiativ 
and continuous devotion of those who, by their posi 
tion and education, by the wisdom of an educatei 
philanthropy, should lead the country in the path o 
rural reform. There are in every considerabl. 
tillage, men fnlly the equal in intelligence i 
status of men who in Europe locally administer th 
movement and dhect the institution ; it remains onl^ 
to find men of apostolic fervour who will pioneer an- 
champion the idea and will labour in person in th 
villages, not merely or so much in lecturing am 
writing, good though these may be, but in the actu. 
establishment and administration of humble societies 
It k not in great schemes or institutions, nor ’ 
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I’cpoi'ls or circulars or Government orders, not even 
in specially granted privileges, tliat success lies, hut 
in the unassuming labours which, starling •with 
simple ideas, simple aims and simple facts overcome 
each difficulty as it arises, and i)erfcct, ambulando, 
the systems ^Yhich shall he found suitahlc to the 
needs of the country. It is heyond the powers of 
any hrain, however fertile, of any man, however fully 
informed to conceive in adA^nncc a method, confeoUts 
ad iinguem, of hanking for the people, least of all in 
a country Avhere the conditions are so novel, the hank- 
ing idea so absolutely unknoAvn as iu this country. 
Success can only arise from the long continued 
practical ellorts of zealous men, Avho, while informed 
in the details of every method yet tried, can yet live 
among the people, vivify them with their oAvn spirit 
and intelligence, energise them Avith some of their 
OAA'n enthusiasm and AA'ith them Avork out in actual 
fact, even though on the humblest lines, the system or 
systems of the future.” 
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1,277 7,508 12,061 21,751 31,460 46 ,^ 9 ^^ 71,816 

12 084 197 .5b3 311,104, 560,726 718 926 1,017 497 1,643,928 

£1=B8. 15. 

^Excluding Hysore. 
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APPENDIX C. 

Model By-laws foi wnliinited liability societies* 

[Sec 6 saL°seci)ioii (1) of the Go operative Societies Act, 
1912 (Act 2 of 1912) thus describes the conditions of registrar 
tion 

No Society, other then a Society of which a member 
IS a registered society, shall be registered under this Act which 
does not consist of at least ten persons above the age of eighteen 
years and, uheie the object of the society is the creation of funds 
to be lent to its membeis, unless such persons— 

(а) reside in the same town or village or in the same groip 

of Tillages , or, 

(б) save where the Registrar otherwise directs, are mem* 

bers of the same tribe, class, caste or occupation 

Section 8 of the same Act inns thus — 

(1) For pui poses of registration an application to regis- 
ter shall be made to the Registrar 

(2) The application shall be signed— 

(a) m the case of a society of which no member is a regts* 
teied Society by at least ten persons qualified in 
accordance with the requirements of section 6, sub- 
section (1) and 

J] in the case of a society of which a member is a regis* 
teied society by a duly authorised person on behalf 
of every such registered society, and where all the 
membeis of the society are not registered societies, 
by ten other membeis, oi, when there are less than 
ten other membeis, by all of them 

(3) The application shall bo accompanied by a copy of the 
proposed by laws of the society, and the persons by whom or on 
whose behalf such application is made shall furnish such informa- 
tion in regard to che society as the Registrar may require 

It will be seen from the above that sub-section (3) of section 
8 of the Co-operative Societies Act of 1912 requiies every applica- 
tion for registration of a Co operative Society to be accompanied 
by a copy of the proposed by-laws of the society For the 



guidance of organiseis of Cj operative Societies of vinous kinds, 
model by laws have been issued from the office of the Eegistnr 
of Go operative Societies, Bengal To make this little book of 
practical utility to organisers of Co opeiative Societies we have 
incorporated into it some of these model bylaws which aie given 
in this Appendix and in the two following] 

N B.~la this Appendix the model by>Iaws for two kinds of 
unlimited liability societies, viz , co-operative credit societies (re- 
presented by the capital letter “A”) and Dharmagolas or co- 
operative grain societies (represented by the capital letter “ B ") 
are given. 


I. Objects. 

A. 

To improve the condition of its members by means of co- 
operation and by encouraging thnft and self-help, and with this 
end in view— 

(1) to raise funds at a reasonable rate of interest by offering 

the joint and several liability of the membeis as 
security in order to utilise such funds in loans to 
members , 

(2) to accept deposits m ordei to stimulate the habit of 

saving 

B. 

To create a store of paddy to be lent out to members only for 
seed gram, maintenance and for repayment of paddy debts at 
higher interest, and to create a reserve stock for any unforeseen 
emeigencies, such as famine and scarcity 

II Membership. 

A. 

fa) Every member of the Society must be — 

(1) ordinarily resident within , 

(2) of good character , 

(S) of not less than eighteen years of age, except in the case 
of a minor heir of a deceased member , 
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(4) not already a member of any Society, the liability of 
which IS unlimited 

(?/) Every member shall pay an entrance fee of — and shall 
sign his name or put his thumb mark in a Register of members 
to be kept by the Society in token ot hia acceptance of these 
by laws 

(c) The members of the Society shall consist of — 

(1) those persons who have 6nb«cribed to the application for 

registration and to these by-laws 

(2) such persons as shall hereafter become members of the 

Society by election according to these by laws 

The same as in A above with the following changes— 

Foi (a) 4 above read — “not already a member of any other 
Dharmagola , in Ih) above read— “ in cash or in seers of paddy ’ 
after the words “ entrance fee 

III. Election of Members. 

A & B. 

Every person desuous of becoming a member shall apply to 
the committee of management, which, after carefnl consideration, 
may elect him as member oi refuse his application If more than 
one-fourth of the members of the Society object to the admission 
of any person as a member, he ehall not be admitted As soon 
as a member has been elected, he shall sign the Register of Mem 
bers and pa; the entrance fee 

The widow, legal heir or nominee of a deceased member, if 
elected within three months of his decease, shall be exempt from 
the payment of entrance fee 

IV Cessation of Membersip. 

A & B. 

Membership shall cease by (o) permanent removal of residence 
beyond the prescribed limits, (6) expulsion, (o) bankiuptcy, and (d) 
death 
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Atiy inetnbei can at any time after three years of his first 
becoming a member ovithdraw from the Society after giving 
notice to the committee, provided there are no debts due by him 
to the Society 

A member who permanently removes his residence from the 
prescribed area shall ordinarily cease to be a member, unless the 
committee permit him to remain a member 

V Suspension and expulsion of Members. 
A 

(a) The Committee of Management may fine, suspend or 
expel a membei — (1 ) for any breach of these bylaws or of the 
rules of the Society , (2) for wilful default, (3) for any conduct 
proved to their satisfaction by which ho may weaken the credit 
of the Society or bring it into disrepute 

(h) All snob oases shall be referred for confirmation to a 
general meeting which must be called withm two weeks of the 
verdict Pines and suspensions may be confirmed by a majority 
of members present at the meeting, but for expulsion a vote of 
not less than three fourths is necessary 

B 

The same as in A above with the following alterations— 

for (fl) 2 above read — " for being m default to the Society ’ 
for (h) above read — ‘ all snob cases shall be reported to the next 
general meeting for confirmation ” 

VI The funds of the Society and its 
borrowing power. 

A. 

To carry on the wort of the Society the Committee of 
Management may, on behalf of the Society, borrow money and 
accept deposits The maximum amount of borrowings in the 
shape of loans and deposits shall be determined annually at the 
general meetin'g of the Society, but may he revised at any subse- 
quent general meeting during the year 
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B. 

To carry on the work of the Society, the Committee of 
Management may raise paddy by way of contributions or donations 
and may also, on behalf of the Society, borrow paddy and accept 
deposits of grain The Committee of Management may, in special 
circumstances, borrow money with a view to its conversion into 
paddy The maximum amount of borrowings in the shape of 
loans and deposits shall be determined annually at the general 
meeting of the Society, but may be revised at any subsequent 
general meeting during the year 

[N B — In the case of [co operative grain societies every 
member shall be bound to contribute paddy to the stock of the 
Dharmagola, if the general meeting decides to levy contributions 
in the interests of the association The general meeting may 
fix the rate at which such contribution shall be levied 

It IS further expected that every member shall make volun- 
tary contributions in cash or paddy on special domestic occasions, 
such as SI addha, marriage, birth of a child etc , when cash is oontri« 
buted it should bo either added to entrance fees or converted 
into paddy ] 


VII Liability of Members. 

A & B 

The liability of the Society shall be unlimited, % e , each 
member equally with every other member shall bo jointly and 
severally liable for the debts, if any, of the Society 

The liability of a past member for the debts of the Society, 
as they existed at the time when he ceased to be member, shall 
continue for a period of two yeara from the date of his ceasing 
to be a member 

The estate of a deceased member shall bo liable for a period 
of one year from the time of his decease for the debts of the 
Society as they existed at the time of his decease 

All documents ci eating a charge or obligation on the Society 
shall be signed by at least three members of the Committee of 
Management, including the Chairman or Secretary, and shall 
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bear iihe common seal of the sooiety, provided that in case of 
receipts for deposits and repayments of loans the Chairman or any 
ofiSce bearer duly anthoiised by the Committee of Management 
may sign 


VIII. General Meeting. 

A. 

(a) The supreme authority of the Society shall be vested in 
the general meeting The general meeting must maintain a 
general supervision over the business of the Society, especially 
over the acts of the Committee of Management and Supervisors, 
and shall do all things which the interests of the Society 
demand 

(b) The general meeting shall meet at least once a year, or 
as often as may be necessary At least a week’s notice of the 
meeting should be given The meeting shall elect its own 
Chairman The proceedings of all general meetings shall be re- 
corded by the Secretary and signed by the Chairman Extraor- 
dinary general meeting can be called whenever necessary, at the 
requisition of the Registrar, the Committee of Management, the 
supervisors or members numbering at least one.fifth of the number 
of registered members sub'ject to a minimum of eight members 
Each member shall hare one vote Only members present can 
vote It 18 the duty of all members to attend the general meet> 
mg One-fifth of the number of registered members shall cons- 
titute a quorum, but the minimum number of members present 
shall be eight On any question the opinion of the majority shall 
prevail The Chairman shall have a casting vote At every annual 
general meeting the Chairman shall read out from the by laws 
the duties of the general meeting and shall explain the same to 
the meeting before its business commences 

(o) Its duties shall be — 

(. 1 ) to review the working of the society , 

( 2 ) to elect the Chairman and members of the Committee 
of Management and to appoint supervisors , 
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(3) to decide the masLimum amount of liability to be in. 

curred during the year , 

(4) to fix the rate of interest to be paid by boriowers and 

to depositors , 

(5) to decide the maximum amount which any member can 

borrow at one time , 

(6) to decide the maximum period for which any loan can 

be granted , 

(7) to hear all complaints against the Committee of Manage- 

ment and office-bearers , 

(8) and in particular in the case of the annual general 

meeting to receive a report of the number of loans 
and their amount madeto membeis of the Committee 
of Management during the past year , 

(9) to dismiss the Chairman, the members of the Committee 

of Management or Supervisors for any acts oontraiy 
to the interests of the Society , 

(10) to empower the Committee of Management, if it consi 

ders it necessary, to levy penal interest foi default 
and fines payable by such members as fail without 
good excuse to attend general meetings , to fix the 
rate of penal interest and fines , to remit, if oonsi* 
dered desirable, penal interest and fines levied by the 
Committee of Management , 

vll) to transact any other business that may consideied 
necessary 


B 

The ‘same as in A above but except clause (e) 9 and with (he 
following for clause (c) 10 — “ to empower the Committee of Ma 
nagement, if it considers it necessary, to levy additional interest 
for default and flues payable by such members as ^fail without 
good cause to atteud geneial meetings , to fix the rate of addition- 
al interest and fines , to remit, if it is thought desiiable, aiy 
such interest and fine levied by the Committee of Management 
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IX Committee of Management (Punchayets) 
A 

(a) Sabject to the direction o( the general meeting, the 
minegement of the Society’s affaire shall vest in the CJommittee 
of Management The Committee shall consist of not less 
than fire membeis, and not more than nine members, who 
shall be elected annually at the genetal meeting The Com- 
miit^e shall elect any one of these members ns Secretary 
They shall meet at least once a month on a fired day and 
at a fixed place, and shall record their proceedings in the 
minnte book of the Society which shall be signed by the 
Chairman and the Secretary Three members should constitute 
a quorum, and fonr membeis if the Committee exceeds six The 
duties of the Committee shall be— 

(1) to elect new members , 

(2) to raise loans, subject to the provisions of rule VI 

(3) to deal with applications for loans , 

(4) to receive and disburse money as may be required , 

(6) to prepare periodically a balance sheet , 

(6j to oheok the security of each loan outstanding , 

(7) to collect, as they fall due, loans with interest, and to 

take necessary steps to recover all arrears , 

(8) to verify the stock balance at least once a year , 

(9) to taka action on the report of the supervisors , 

(10) generally to carry on the work of the society 

(&) The members of the Committee of Management shall 
be responsible for the good management of the society They 
shallbe liable to the society for any wilful neglect of their duties 
and for any expenditure contrary to the rules and by-laws of the 
society 

(f) No Chairman or Secretary shall hold office for more than 
three years in succession without the previous permission of the 
Registrar or shall be eligible for re election within two years of 
such period without such sanction 

12 
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{d] No membei of tbe Committee sliall receive any remnne- 
lation foi ai y work done by him foi tbe society except tbe writer 
of the books 

(e) If a member of the Committee die or resign, or fail to 
attend three Committee meetings consecutively, tbe other members 
of the Committee and the supervisois if any may appoint a new 
man to tal e his place till the next genet al meeting 

B 

The same asm A above with the following addition after the 
woids' wntei of the books in (d) — “and the qolacla The 
Committee nny appoint a ICayal to neigh the grain on such remn- 
neiation as it fhitil a fit 

[ N B the duties of tbe Seorelaiy and Golailm shall be— 

(1) to 1 eep thencconiits and place them bcfoie tbe Com- 

mitteo at each meeting 

(2) to disbnise and receive giain as oideted by the Com 

mittee, no gtain shall be disbiiised without an ordei 
from tbe Committee 

(3) to kenp one key of the (/j?a the duplicate to be I opt with 
one (f tbe Committee ] 

X Duties of Supervisors 
A 

Ibe number of Supenisois shall be not less than three 
n eir duties shall be — 

(1) to see that loans aie applied to the purpose for which 

they weie granted, and to bring all oases of 
misappropiiatmu to tbe notice of the Committee , 

(2) to naton the security of each outstanding loan, and to 

keep the Committee iiifoimed legardmg it , 

(3) to count tbe cash in baud, and to report to the Commit 

t c at least once a qnaitei , 

(4l to bring to the notice of the Committee any abuses 
w Inch they may have observed , 



( 91 ) 


(5) to perfoim suob other duties as maj fiom time to time 
be entrusted by the general meeting 
Ibe Committee sbull be bound to pioduco ill documents and 
accounts, and to give eveiy available intoiniatioii to aiij of the 
Supeivisois 


B 

The same as in A above with the exception of (1) and with the 
following instead of (3) — “ to be pies nt at the time of annuil 
veriBoation of tl e stock by the Committee of Management 

XI Loans to Members 
A 

1 Iho Society shall grant no loan, except to a membei 

2 The rate of inteiesb on loans granted by the Society shall 
not exceed— per cent pei annum Compound interest shall not 
be charged 

3 Loans shall be granted for any necessaiy purposes , bnt 
they shall not be granted for any nonecessaty putposes Any 
person desiring a loan shall state deBnitely the object foi 
which the loan is required Cvery loan shall be expended only on 
the object for which it was giyeo, and a bonower shall be bound 
to give satisfactory proof to the S uetys office-beareis when 
called upon to do so, legardtng the employment of the loan 
If a loan is misapplied, the Committee of Management shall have 
powei to leqmre immediate repayment in full with inteiesf, and 
1C addition to impose a penalinterest of one anna foi each lupee of 
the loan 

4 Eyeiy applicant for a loan for produotiye purposes must 
present one surely if the amount be not more than Rs 25, and two 
suietiesfoi laigei sums No member shall stand suiety foi bis 
own surely or sureties For non'prod active pui pnoes an additional 
surety must be presented in each case In addition to this the 
Committee of Management may take mortgages of immoveable 
property, by way of oollatsial security, whenever it considers it 
necessary 
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5 Repaymepfc hds shall be fixed by the Committee of 
Managemeot at the time the loan is granted with reference to 
the purpose to which the loan is to be applied and the crops 
grown by the borrower and his othei sources of income, but no loan 
shall be granted for any period exceeding that which may from 
time to time be fixed by the general meeting In the case of loans 
granted foi annually reonriing agricultural purposes full repay- 
ment should be made within a year The Committee of Ma- 
nagement may grant an extension of time in exceptional oiicums- 
tanoes to be notified to the Committee before repayment oi instal* 
ment falls due 

6 Ifaboriowei fails to pay inteiest oi any instalment of 
principal and the Committee of Management does not grant an 
extension of time, the whole loan shall become immediately due 
aud payable, iriespectiwe of any conditions on which the loan was 
made, together with penal interest 

7 If any property is puichased by the borrowei or released 
from mortgage with money advanced by the Society, the purcha- 
ser shall not sell, mortgage or transfer it until the debt to the 
Society has been paid, except with the consent of the Committee 
of Management, or m order to satisfy bis debt to the Society 

8 Any sum outstanding against a member who dies, with 
draws or is expelled, or otherwise ceases to be a member, shall 
be immediately payable, irrespective of any conditions on which 
the loan was made 

9 If the Committee of Management finds that the secuiity 
for an outstanding loan has become insufficient, it shall call on 
the borrower to provide satisfactory security and in default shall 
call in the loan at once 

10 Notwithstanding anything contained above the society 
reserves to itself the right of calling in any outstanding loans 
on four weeks’ notice, but this power shall not be exercised save 
when there is a general run upon the society by its creditois, 
or when the borrowers of the society or their sureties aie in such 
a position that the funds of the society are endaugered or in 
other exceptional circumstances 
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B 

1 The society shall giant no loan except to a member 

2 The rate of interest on loans shall be determined from 
time to time by the general meeting, bnt shall not exceed 25 per 
cent 

3 Loans shall he granted only fot the pat poses mentioned 
in rule I Any person desiring a loan shall state definitely the 
object for which the loan is leqnired, and every loan shall be 
expended only on the objeo*- for which it was given. 

4 Every applicant for a loan mnst present one surety if the 
quantity he not more than — — and two snieties for laiger loans 
The Committee may require additional secuiity if it considers it 
necessaty 

0 Repayment fists shall be fixed by the Committee of 
Management at the time the loan is granted with refeieuce to the 
purpose to which the loan is to be applied and the crops giown by 
the borrower and his other oircnmstances of income but no loan 
shall be granted for any petiod exceeding that which may from 
time to time be fixed by the general meeting In the case of 
loans granted for seed grain and maintenance purposes, full 
repayment should be made after the next ciop The Committee 
of Management may grant an extension of time in exceptional 
circnmstances to be notified to the Committee before the repayment 
or instalment falls dne 

6 It a borrower fails to pay interest or any instalment of 
principal, and the Committee of Management does not grant an ex- 
tension of time, the whole loan shall become immediately due and 
payable irrespective of any conditions on which the loan was made 
together with penal interest 

7 If any property is released by the borrower from mort 
gage with the paddy advanced by the eociefy, the borrower shall 
not sell, mortgage or tianefent until the debt to the society has 
been paid, except with the consent of the Committee of Manage 
ment or in order to satisfy his debt to the society 

8 Any advance outstanding against a member who dies, 
withdraws oi is expelled or otherwise ceases to be a member, 
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shall be immediatelj payable irrespective of any conditions on 
which the loan was made 

9 and 10 — the same as 9 and 10 in A above 

XII. Deposits. 

A 

Subject to any inles made by the general meeting, the Com- 
mittee shall decide ihe teims on which deposits shall be accepted 
and the lates of inteiest for tho varions kind of deposits, pro* 
Tided that the late shall not evceed — for any kind of deposit 

B 

Sab]ect to any lules made by the geneial meeting, the Com- 
mittee shall decide the terms on which deposits of paddy or grain 
shall be accepted and the rates of interest foi the various kinds 
of deposits, provided that the late shall not exceed two thirds of 
the late at which loans ate granted 

XIII Disputes. 

A.& B. 

All disputes which the Committee of Management cannot 
decide shall be referred to the Registrai who may eithei decide 
the matter himself or appoint an arbitiatoi or aibitratois The 
decision of the Registrar or arbitrators shall be final 

XIV Books and Account 
A. 

{a) All the account books and the by laws and other lecoids 
shall be open to the inspection of membeis while the Committee 
of Management is sitting 

(6) A sum not exceeding 10 per cent of the gioss profits may 
he placed at the disposal of the Committee of Minagemertfor 
lewardiug the keeper of the bool 

B. 

The same as in A above with the exception of (b) 
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XV Reserve fund and profits 
A 

1 The Booiety Rhail maintain a reserve fund from the 
profits earned by it Entrance fees fines and allpiofits nftsi deduc* 
tion of working expenses and any expenditure uh oh is a lawful 
charge on the society shall be credited to this fund 

But, with the sanction of the Begistrai, the general meeting 
may, aflei one’fourth of the net piofits in any year has been 
carried to a reserve fund, contribute an amount not £xoaeding 10 
per cent of the remaining net profits to any ohoiitable purposes, 
such as maintenance of schools village sanitation etc 

2 The reserve fund shall belong to the Society as a whole 
and shall be indivisible amongst the members If the society 
ceases to exist, the leserve fund shall be disposed of foi the 
common good according tu the wishes of the raaionty of the 
members subject to the appioval of the Registrar 

3 The fund which is intended to be a aomoe of strength to 
the society, shall ordinarily be available for any of the following 
purposei — 

(1) to covet any losses arising ftom nnfoieeeen ciicums- 

tanoes 

(2) to meet any liability when the society has not got a 

sufficient cash balance, such payments being reim. 

biirsed to the fund as soon as collections are made 

(3) to Serve as secuiity foi anj loans which the society has 

to contract 


B 

1 The society shall maintain a reset ve fond from the piofits 
earned by it All profits after dednction of working expenses 
and any expendituie on charitable purposes up to the limit laid 
down in the Co operative Societies Act shall be credited to this 
fund 

2 The reserve fund shall belong to the society as a whole 
and shall be indivisible amongst the members If the society 
ceases to exist the reset ve fund shall be disposed of for the com* 
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mon good according to the wistes ol the majority of the memhera 
subject to the approval of the Registrar. 

3. The fund, which is intended to be a source of strength to 
the society, shall ordinarily bo available for any of the following 
purposes : — 

(1) to cover any losses arising from unforeseen oircums* 

tances ; 

(2) to meet any liability when the society has not got suQl* 

cient stock, such payment being re-imbursed to 
the fund as soon as collections are made ; 

(3^ to serve as security for any loans which the society has to. 
contract j 

(1) to be lent out on loans only in the years of total failure 
of crops. 

[N. B. There are some special rules in connection with Dliar- 
magolas which are as follow— 

1. Each Oola shall be locked with two substantial looks. 
The key of one of these looks shall remiiu in charge of the Seore* 
tary and Ooladar and the bey of the other look shall remain in 
charge of the Chairman or one of the other members of the Com* 
mittee of Management. The Ooladar shall be responsible for the 
safe custody of the stock, but the other Piinchayets shall be 
responsible to the villagers for the safety of the Oola. 

2. In the Oola a compartment shall be provided for keep- 
ing apart seed grain and another for keeping reserve stock. . 

3. To prevent deterioration of the stock the Ptm(dtayefs shall 
exchange old paddy for new paddy whenever they think it neces- 
sary to do BO, and at snch rates as may from time to time be deter-* 
mined by the general meeting, or in the absence of any resolution 
passed at the general meeting, at such rate as may be deemed 
proper by them. 

4. At the close of each working year the PuncUayets Bhall 
weigh the stock of paddy in the presence of the supervisors who 
will certify the quantity of paddy found in it. 

6. They shall then prepare a complete account of the year's 
transaction including the quantity of decrease in stock on accbnnt 
of wastage, loss in weight and other causes. 
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6. Aa soon as the'acconits aie ready, the Pmcliaydi shall 
convene the annnal general meeting. 

7. In this meeting the acooants shall be carefully examined 
and the quantity of wastage should be considered. If the peroen* 
tnge is nuusualiy high, Punchayets shall be required to explain the 
cause of it. If the expiauatioii is not satisfactory, the Punchayets 
shall be made liable for, the' loss, aud the loss shall be realised 
from them in any manner that may be settled at the meeting. 

8. All income on account of admission fi>es shvjl be spent on 
the construction and repair of the t/ola. If such fees and donations 
bo not sufficient for tho oonstruotioii and repair of the gala, the 
Committee may utilise the reserve paddy to meet the deficiency. 

XVI. Winding up. 

A. & B. 

The society shall be wound up wheiiover three •’onrbhs of the 
members wish it, pn. riled that the Registrar npfrovjs, 

XVir. General. 

A. & B. 

1. Any of these by-laws may be altered or rescinded or new 
by-law’s may bs mide at a geiioral. meeting held in accordance 
with the riil->s made hy Q >vernmeiit iu this behalf, and such 
amendment will o>ime into force after it has been approved and 
registered by the Registrar. 

2. The society shall keep a copy of the Co-operative Societies 
Act, (Act 2 of 1912; of the r;>les.made by Government under the 
Aot and a copy of these by-laws open to inspection free of charge 
nt all reasonable times at its registered offi m. 

3. Allmatteis nob specially provided for shall be decided 
according to tlie fcerm-i of the 0 i-operative Societies Act, [Act 2 of 
'191'2), and/ the rules framed under section 43 of that Act. , 

: The above are the by-laws referred to in our application for 

iregistration dated 

Signature of applicants, 


13 
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Appendix D. 

By-laws for forming Agricultural Sale Societies and Co-ope- 
rative Supply Societies with Limited Liability, the former are 
represented by the capital letter A, the latter, by B. 


I. Objects. 

A. 

To assist the members in the disposal of their crops and the 
products of Agricultural Industry carried on by them and to 
enable the members by means of joint sale to obtain better value 
for their crops and prodnoe. 

B. 

To promote the economic interests of its members by means 
of business operations in common and with this end in view— 

(1) to carry on the trade of general dealers ; 

(2) to purchase in common agricultural reijuisities, such as 

manures, seeds, etc. ; 

(3) to procure machines and other objeots of utility on 

common account for the use of the members of the 

society ; 

(4) to manufacture any ar4oles dealt *in by the society, if 

approved by the general meeting. 


II. Capital. 

A. &B. 

1. The nominal capital of the society shall be Rs.— 
divided into— shares of the value of Es. 10 each to be sub- 
scribed by the members only. 

2. To carry on its work the society may contract loans by 
way of deposits or otherwise provided that the total amount of 
liability shall not exceed five times the value of the ppbsoribed 
sharesS 
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III Membership 
A & B 

Membeiship of tie Society shall be open to all peisons 
i\ho are membeia of my of the oo operative societies which ate 
affiliated tO' Oential Bank Limited 

IV Election of Members 
A & B 

Lvery person desirous of becoming a membei shall apply to 
the Board of Directors who may elect him as a member oi refuse 
his application As soon as a member is elected he shall sub- 
scribe shares according to the inles of the society and pay an 

entrance fee of The widow legal hen oi nommee of a 

deceased membei if elected within thiee months of his decease, 
shall be e'vempt from the payment of entrance fee 

V Cessation of Membership 
A &B 

A member shall cease to be a member of the society if he 
ceases to be a member of any of the eocieties in (affi 

hated to the ) or it ho is expelled from the society 

or if he transfeis all his shares according to the rules of the 
society 

VI Suspension and Expulsion of Members 
A & B 

The Board of Directors may fine suspend oi expel a mem- 
ber— 

(1) for any breach of these by laws or of the lules of the 

society 

(2) for being in default to the society 

(3) for any conduct proved to their satisfaction by which he 

may weaken the credit of the society or bung it into 
disrepute 
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All Buijli utiBcM Bliilll he leiieiled li* 'he nest (leiieitil McclliiK 
for conlirmiilion. 

VII. Liability of Share-holders. 

A. & B. 

(rt) Tho liiibilily of tin- slmie-lfhlris for Hit? lU-ljts of tlio 
fiociof.7 slinll 1)0 liniileil In the jioiiiinal vjiliio of iIib sliiiii's liild hy 
thoiii. 

(f)J Tliu Jiuliilify of a jmsf uieiiilior to fl.o vxUut nion/ioned 
in clansc («) for tin* iluhts of tlio jo'iriy n.-) ilior rxiafe-d nt Mio 
time when ho censed lo ho a nu-mht'r shiill conliiiiio foi 11 pciiod of 
two yonr.s from I ho dnto ho erased to f>r a numl)rr. 

) Tho eslato of a dicenscd iiieinher shall hr liahle to the 
iixtont nicnlioiiod in clunsu (ni for a pci tod of one j ear from the 
time of his doevaso fur thr dohta of tho society as they existed at 
I hr time of his dccca.sr 

VIII. Rules regarding shares. 

A. & B. 

1. The ffonainl mootinfc may from time to Umo dolfftnine 
tlio nunihri- of almrcs which each mrmbrr ahall 1 old, hut no 
moniher aliall iiold more shares than icptrsrnt a maximum of 
one-nfth of tho snhsunbed h'uiio c.ipitul of thr Souioiy nor hold 
more ahurea tliaii icpiesent 11 iibiniiml vnlnr of Its. l,i 00 

2 l<\ir ovri3 share Its 5 shall ho cuhsciihcd and tlio hnliinco 
shall ropreseiit (lie^rcserve liability of tho shin e-liolders In hr paid, 
either iu whole or pait should tho assets ntnny time bo found un- 
equal to ineot tha liabilities of tlio society. Tho leqnirrd paymont 
shall be 111 I'lp I'liliar in ono lump or in such iiistnimoiil.s ii.s may 
befixod by the I 3 i)ird of i)ircct<irB. 

3 Iiitorost (it (ho lato of pur cent per aiiiiiini' shitli 

bfi levied on all dcfoirod payments of shiire rails from tho date on 
which the u.ills fall duo. 

^ If tho paymont on account of shares remains unpaid for moro 
than throe months, tho lliard of Oiicstors may d'rclaro snob 
shaVoa foifoito'd topethor with all payments made thoVeon, and the 
rights of meraborsbip nttaebing to tlioso Ebtivcs extinct.' SUch 
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sliiires rim 3 ' bo'renewod witliin a poriod of Uiiee mopUis' from the 
da<e of i.he notice of forfeiture on payment of all arrear amountSi 
incladinjT interest and a renowal foe of Rs — 'per share. 

( .4. In the event of uessa'tiou o'f membership on any grounds' 
other than death or default of share payment the net value of 
the share or shares held by n mcniber after deduction of the 
member’s dues to the society shall be paid to the member within 
six months from the date of cessation. 

5. In I ho caso of the death of a member, his shares may be 
transferied to the person nominated in accordance with the 
C '-oper.atire Sobietic.s Act, or, if there is uo nominee, to such 
pel son as may appear to the Committee to be thp heir or legal 
lopreseutafive of the deceased ^ member, provided that such 
nominee, heir or legal representative, as the case may be, is 
eligible for membership or on his application within one month 
o'f the death of tlie deceased membei^ to any person specified in 
the application who is so eligible, otherwise the amount actually 
paid by llie deceased member on (he shntes shall after deduction 
o'f his dues to the S.iuiety be paid to the nominee, heir or legal' 
representative, as the case may be, within six months from the’ 
date of the death of (ho member and the society slmll thereupon 
be absolved of all li-ibllity in rebpeot of such money. 

6. Shaies may he transferred with the approval of 'the 

Board of Directors to a member or to a person who is eligible for 
ndinissiun and whom the Board'of Directors is willing to admit 
a's a member. Transfer of shares to Uon'members shall not be 
permitted. ^ I (^S 

7. Sbaic-liolder.i 'shall bS entitled to cer'tificat'es under the 
common seal of the sm-iety specifying the share or shares "held 'by 
them. I r such' certificates are lost or worn out they may' be re-, 
newed on paj iiient of 

c . . ix. Conduct of Business 

i . . . : . r A. : . i 

The society . shall .build -.such sbeds or tgOdowns as may, 
le' necessary and may from . time,- to .time acquiree lands , for the 
purpose.. 
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2. Every member dealing with the society shall be bouu 
to carry out such instruction and rules as may from time to tim 
be prescribed by the Board of Directors with regard to gradin 
according to the quality and size of products made over to t 
society for sale. 

3. When a member brings in his produce, he shall be gran 
ted a receipt for the same and the Board of Directors may mak 
immediate payment provided that the rate shall not exceed th 
market value of the produce at the time of delivery. 

4. The society may, if it facilitates the disposal of any pn 
duce delivered by the members, purchase similar articles ■ > 
non’members. 

B. 

1. The general meeting may from time to time draw up 
complete list of articles to be dealt in by the society for th 
guidance of its officers. 

2. The society shall build such sheds or godowns as ma 
be necessary and may from time to time acquire land for th 
purpose. 

3. The Board of Directors shall appoint such salaried officer 
as may be necessary and shall from time to lime determine thei 
duties and hours of attendance at the places of business. 

: 4. The prices of goods shall be fixed by the Committee o 

Management in such a way that, in addition to the actual cost, th 
expenses of management and other business charges, a margl- 
of profit is obtained with a view to the payment of dividend o 
share capital, the building up of a reserve fund and the possibl 
grant of rebate to members on purchases and as far as possible th 
sale prices of goods shall coincide with the price prevailing 
the nearest important market at the time. 

6. The Society may sell goods through commission agents 
weekly hats or through such agents as will undertake to go abou 
with the goods to villages where -there are co-operative societie 
affiliated to the Central Bank, or where there are sufficiently 
large number of share-holders, but such agents shall not und 
any circumstance be allowed to charge a higher price beyond t 
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Eile puce fi'ied by tbo society phi the commission that bis been 
decided upon 

G The society Snail not ordinaiily sell to non members 
except in any of the oiicnmstances mentioned below — 

(1^ wheneror the speedy disposal of any article is necessary 
to pi event its deteiioration , 

(2) whenever tbo society has got a surplns stock of any 

article which cannot bo disposed of amongst the 
members 

(3) whenever the society sells articles tbiongh its 

employees at weel ly hals in the neighbourhood , 

(4) 1 henever commission agents are employed for sale 

7 Dealings shall be for cash All goods sold shall be paid 
on delivery or if the Committee so directs on ordoi 

In exceptional circumstances a member may bo allowed credit 
in goods up to two-thirds of the paid up value of shares But 
such d’nes mn=t he* paid|at least a fortnight before the accounts 
of the society are closed, or within two months fiom the date 
the goods ate deliveted, wbichevei is eailiei 

8, The general meeting may from time to lime open 
branch es at suitable centres and may fiv the aiea within which 
each branch shall ordinarily operate and the general meeting 
shall appoint local dueolors to carry on the business of the 
society Every local Board of Direciois shall, subject to the 
control of the Board of Directors, exercise the same powers with 
regard to the work of the branch it represents as the Board of 
Directors All documents executed by the local Directors with 
regard to the work of the branch society in the manner laid down 
in the by-laws shall be binding on the society 

[A B —To ensure the success of the Co-operative Supply 
Society it shall be the duty of the share-holders not to purchase 
goods anywhere else, which are dealt in by the society, it being 
clearly to their own interests to obtain good articles for ready sale 
at a moderate price and to participate in any benefits to be derived 
fiom the society ] 
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X. Profits. 

■ A . 

1. The acooanta of the Society ehnll be closed hulf-j-eaily 
dr annually. When flip ncconnls of the Society nro closed, the not 
profits shall ho applied nn'follows : — 

(a) 25 per cent, shall bo placed to the resorre fond ; 

(h) Dividend shall be paid at a rate which shall not exceed 
9g perlcent. on the amoant actnnlly poid'on slmrea ; 
fe) The balance or such portion of the balance ns may he 
decided upon may be applied in pnyiiijr a bonus to Iho 
members in proportion either to the vnlne or nmoiint 
of cni'li kind of prodneo made over to the Society 
or in proportion to tho mnr;;in of profit which the 
Society makes by disposirg of cncli kind of produce, 

2. The Society may nlso, if funds poimif, pay a bnmis to tlio 
employees and snbjent to llio provisions of scelion .St of the Go* 
opernliro Societies Act mnko contributions to clmiitnble pnrpnsps, 

B 

1. • The ncconnls of Iho Society shall he closed hnlf-yenily nr 
nnnnnily. When the ncconnfs of tho Society nro closed the not 
profits shall bo applied ns follows: — 

• (o) 2D per cent, shall bo placed to tho rose: vc fund j 

(1) Dividend shall be paid nt n rnfo which shall not. exceed 
9‘J per coni, on the amount actually paid on shares; . 
(c) The hnliince shall bo employed in such n ninniicr ns may 
be determined by the General Mceliiig or- shall bp 
cniried fill ward. 

2. The Gone. al Meeting may sanction n rehntc to the mem- 
bers of tbe society fiom tbo surplus profii.s of the society in pro- 
poifion to Iho amount of the purchases, during Iho period. to 
which tho profit.s rclnte. 

3. The society may, also, if funds permit, pay' a bnuns to 
employees and, subject to the provisions of section .31 of the Act, 
mnkc contrihntums to any chniiinblc purposes. 
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XL General Meeting. 

A&B. 

1. The supreme authority of the aociefy shall be vested in 
the General Meeting of all the members. General Meeting shall 
he held as soon ns the accounts of the Society are closed to con* 
aider the disposal of profit and to appoint the Board of Directors 
and other otfice-bearors and to transact any other general business 
of the Society. Evtraoi dinary General Meeting may be called at 
any time by the Board of Direcloreand shall bo called if one-tenth 
of the members demand it, 

2. The General Meeting shall be held at a time and place 
which shall be duly notified at least 14 days before the date 
fixed. Bach share-holder shall have one vote irrespective of the 
nnmber of shares held. Toting by pioxy shall not be allowed 
except m the case of puidam'>Iim ladies. The Chairman shall 
have a casting vote. On all questions the opinion of the majority 
shall prevail, One.fiftb of the total number of share.bolders of 
of the Society shall constitute a quorum, 

3 If in the case of Ordinaty General Meeting a quorum is 
not forthcoming, the Chairman shall postpone the Meeting to a 
date not less than seven days and not more than n fortnight later, 
and the business transacted at the postponed Meeting shall be 
the same and no other than that proposed for the original date 
of Meeting. At suoh postponed Meetings if a quornm is still 
not forthcoming resolntions may be carried by a majority of three- 
fourths of the members oi delegates present. 

4 Subject to the control of the General Meeting the entire 
management of the affairs shall vest in the Board of Directors 
which shall consist of not less than five members. The Board 
of Directors may appoint such salaried and non^salaned oflicers 
as may be thonght necessary and from time to time define the 
respective duties of such officers. 


14 
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• XII. Representation. 

A. 

1. All cbangEB oienllng an obligation to Ibo Socioly aTiall be 
■ Bigned by at lonefc three members of the Board of Direclorp, 

including cither the Chairman or the Secretary and shall hear the 
common Boal of (ho Socioly. 

2. The conduct of the hnsincss of the Society nn well an the 
roprosontation of the Society ns rognrdfl its bnRiiioBB may bo hand- 
ed over to the indiridnni mcmhorfl and also to other ofllccrs of 
the society. The nulliority of nncli indiridnni moinborfl and olTi- 
cera Rhnil bo regulated in accordance with ibo powers renlcd in 
them by the Board of Directors ; in case of doubt it oxlonds to 
nil legal transactions which the cxccntion of anch business usnnl- 
ly involves. 

B. 

The same ns in A above with Iho following alteration— For 
the words " All ohnngea to” in (I) rend “ All docnmonte creat- 

ing n charge or obligation on.” 

XIII. Deposits. 

A & B. 

The Board of Directors may frame rnles subject to the direc- 
tion of the general meeting regarding tho terms and conditions 
on which deposits shall be accepted and witlidrawn and regard- 
ing the rates of interest for various kinds of deposits and tho 
. Board may make additions to, or alterations in, theso rules from 
time to time. 

• ^ 'XIV. Reserve Fund. 

A&B. 

fa) The reserve fund shall consist of— 

(1) twenty-five per cent, of the profits I annually placed to 
the fund in accordance with rule ; 
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(2) any anras allotted to it ont of the profits or otherwise , 

(3) entrance fees after dedaction of the preliminary ex' 

penses incurred in constituting the Society , 

(4) the valne of all shares forfeited to the Society and 

lapsed dividends 

(b) The reserve fund shall belong to the Society and be 
indivisible amongst the members It shall ordinarily be invested 
in Qovernmeut securities, Post Qffice Savings Bana or in any 
CO operative institution approved by the Registrai , or in any other 
mannei laid down in section 32 of the Co-operative Societies Act 

(c) The receive fund shall be available for any of the follow- 
ing purposes — 

Cl) To cover any losses arising from any unforeseen cir- 
cumstances, such drawings upon it being reimbursed 
to the fund from the next accruing profits 

(2) To meet any call on the Society which cannot be met 
otherwise, such payments being reimbursed to the 
fund when fresh collections are made 

(8J To serve as security for any loans which the Society 
has to contract 

lu the case of dissolution of the Society the reserve fund 
shall be applied to such purposes as may be determined, with 
the approval of the Registrar, by the majority of the members 

XV. Miscellaneous. 

A & B. 

Every share-holder shall be supphed with a copy of the 
by-laws 

XVI. Dissolution 
A & B. 

The Society shall be wound up, with the approval of the 
Registrar, if three fourths of the members present at a general 
meeting, specially summoned to consider the question, vote for it 
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XVII. Disputes. 

A & B. 

Any disputes which cannot be decided by the general meet- 
ing or by arbitration shall be referred to the Registrar, whose 
decision shall be final. 

XVIII. Special Membership. 

A & B. 

Notwithstanding anything contained above any person ap" 
proved by the Registrar may be admitted as a member of the 
Society if it is considered necessary in the interests of the 
Society. 


XIX. General. 

A & B. 

(a) Any of these, 'by-laws may be altered or rescinded or new 
b}-laws may be made at a General Meeting held in accordance 
with the rules made by Government in this behalf and such 
amendment will come into force after it has been approved and 
registered by the Registrar. 

(b) The Society shall keep a copy of the Co-operative Socie- 
ties Act, 2 of 1912, of the rules made by Government under the 
Act, and a copy of these by-laws open to inspection free of charge 
at all reasonable times at its registered office. 

(o) All matters not specially provided for, shall be decided 
according to the terms of the Co-operative Societies Act, 2 of 
1912, and the rules framed under section 43 of that Act. 

The above are the by-laws referred to in our application for 
registration dated . 


Signatures of applicants. 
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APPENDIX E 


Model By-laws for forming Co-operative 
Stores with Limited Liability. 

Objects. 

1 The obiecls of ihe society are (1) to puicbnse the neccs* 
sanea of life foi lelail toils mcmbois, (2) to canj ou, in commoD, 
tiade, both -wholesale and tetail, for the benefit of its member*', 
(3j to encouiage thrift, self help aud co opeiation gonoially among 
the members 


Capital. 

2 The nominal capital of the soeicly shall be Es , 

whioh shall bo diiided into shaics of the value of 

Rs each to be subsoiibed by members only Iho num- 

ber of shares may at any time be increased bj a lesolution of the 
general meeting 

Borrowing power of the Society. 

3, To oairy on its woik the society may contract loans by 
way of deposits or otherwise, provided that the total amount of 
liabilities shall not exceed five times the value of the paid-up 
capital. 


Membership-Election— Cessation. 

4 Membership of the society shall be open to 

, and the members of the society 
shall consist of those who have subscribed to the application for 
the registration, or who may hereafter be elected according to 
these by laws 

5 Every member shaU pay an entrance fee of and 

shall take at least one share in the society and shall sign his 
name in a register containing a list of names, descriptions and 
dddreeses of the members of the society in tokei. of his acceptance 
of these bj-laws When a member has paid his entrance fee and 
the fiist instalment on his share he shall be deemed to have 
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acquired all tlie rights, obligations and responsibilities of member 
of the society as laid down in the by-laws. 

6. Every person eligible under these by-laws who is 
desirous of becoming a member shall send in an application to the 
Secretary in a form to be prescribed by the Committee of Ma- 
nagement, supported by two members of the society. Such appli- 
cations shall be dealt with by the Committee of Management. 
In the case of rejection, his supporters shall have a right of ap- 
peal to the general meeting. 

7. Membership shall cease by — 

(a) withdrawal, I (c) bankruptcy, 

(h) expulsion, | (d) death. 

A member who permanently removes his residence from the 
prescribed area shall ordinarily cease to be a member unless the 
Committee permit him to remain a member. 

Subject to these by-laws, a member may, by giving 3 
months’ notice in writing withdraw from the society. 

8. The Oommiftee may, after open investigation, fine, sus- 
pend or expel a member, (1) for any serious breach of the by- 
laws and the rules of the Society, (2) for being in default to the 
society after due notice has been given, and (3) for any conduct 
considered dishonourable by the Committee or which may weaken 
the financial credit of the society or bring it into disrepute. All 
cases of fines, suspension and expulsion shall be reported to the 
next general meeting for confirmation. During suspension a 
member, shall not be allowed rebate on bis purchases and dividend 
on his shares. 


Rules regarding Shares. 

9. No member shall be allowed to hold more than one-fifth 
of the subscribed share capital of the society, nor to hold more 
shares than represent a nominal value of Bs. 1,000. 

10. Shares shall be paid up by instalments of not less than 
Re 1 per share per month. If an intalment of any share is over- 
due for more than three months, the shares shall be forfeited and 
all previous payments made thereon shall become the property of 
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tbe societj Such shares may be renewed if the sam due is paid 
wtthm one calendar month from the notice of forfeiture, includ 
ing interest at per cent 

11 Any sum due to a member on account of dividend and 
rebate on purchases shall not be paid to him, but shall be credited 
to his account until he holds one fully paid up share When ho 
bolds one fully paid'up share, half the dividend and rebate due 
to him shall similarly be credited to his share account until the 
full value of three shares stands at his credit Thereafter he 
shall be entitled to draw fnll dividend and rebate money 

12 In the case of the death of a member his shares may be 
transferred to the person nominated in accordance ith the Oo 
operative Act, or if there is no nominee, to such person as may 
appear to the Committee to be the heir or legal ropiesentative of 
the deceased member, provided that such nominee or legal re- 
presentative, ns the case may be is eligible for membership ot on 
his application within one month of the death of the deceased 
member to any person speoiBed in the application who is so eligi 
ble, otherwise the amount actually paid by the deceased member 
on the shares, shall, after deduction of his dues to the society be 
paid to the uomines, faeit or legal representative, as the case may 
be, within three months fiom the date of the death of the member 
and the society shall thereupon be absolved of all liability in res- 
pect of such money 

13 A member on giving three months’ notice in writing to 
the Committee may withdraw the whole or any poi tion of his 
share capital He shall be entitled, on the expiry of his notice 
to receive his share money after deduction of any sums due from 
him to the society this rule is snbiect to the following 
provisos — 

(a) not more than one tenth of the subscribed share capital 
as it stands on 3lst December of any year shall be 
withdrawable during the subseqaent year , 

(5) the Committee of Management may at any time by re- 
solution suspend the light ot withdrawal for the 
period mentioned therein but such resolution shall 



( 112 ) 

be subject to confirmation at the next general meet*' 

(c) no dividend shall be paid for shares withdrawn before 
formal declaration of dividends at the end of the 
half-year. 

14 If a member ceases to he a member on account of perma- 
nent removal of residence within the prescribed area, expulsion or 
bankruptcy, the net value of shaie or shares held by him after 
deduction of his dues to the society shall be paid to him within 
three months from the date of the cessation of membership. 

15. Should the Committee have more share capital on hand 
than they can profitably invest, they may reduce the number of 
shares held by members, the largest holdings being first re- 
duced. 


Liability. 

16. (a) The liability of the members for the debts of the 
society shall be limited to the nominal value of the shares held by 
them. 

(Zi) The liability of a past member for the debts of the society 
as they existed at the time when he ceased to be a member shall 
continue for a period of two years from the date of his ceasing to 
be a member, 

(c) The estate of a deceased member shall be liable for a 
period of one year from the time of his decease for the debts of 
the society, as they existed at the time of his decease. 

Representation. 

17. All documents creating a charge or obligation on the 
society shall be signed by the Chairman and Secretary or by three 
members of the Committee of Management, including either the 
Chaii man or the Secretary, provided that in the ease of receipts 
and cheques upto Rs, and receipts for deposits the Chaii - 
man or the Secretary oi any ofiBce-bearer duly authorised by the 
Compiittee may sign 
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Giaetal Kleetiag. 

. 18. The. supreme authorifcy, of fche society .shall be vested in 

the prenerel meeting of nil members.. General meeting shall be of 
two kinds — ordinary and extraordinary. Ordinary general meetings 
sh.all be held ns soon as the accounts of the society are closed. 
Bixtraordiunry general meeting may be called at an any time by 
the Board of Directors and shall be called if one-tenth of the 
members demand it. 

' 19. The general meeting shall be held at a time and place 
which shall be duly notified at least 14 days before the date fixed. 
lUach shareholder shall have one vote irrespective of the number 
of shares held. Voting by proxy shall not be allowed except in 
the case of purdamsliin ladies. The Chairman shall have a oast* 
ing vote. On all qnestions the opinion of the majority shell 
prevail. One-fifth of the total number of share-holders of the 
society shall constitute a quorum. If at the hour fixed for 
an ordinary or extraordinary meeting a quorum is not forth- 
coming, the Ohairman shall, if the meeting has been called on 
the requisition of members, dissolve it ; if otherwise convened 
he shall postpone the meeting to a date at least seven days and 
not more than two weeks later, and the business to be transacted 
at the postponed meeting shall be the same and no other than 
that proposed for the original date of" meeting. At such post- 
pniisil meetings, if a quorum is st.ill nut forthcoming, resolntion 
may bo carried by a majority of threefourths of the members 
present. 

22. The functions of an ordinary general meeting shall be ; — 

(a) to receive from the Committee or any officer of the socie- 

ty the half-yearly report on the business of the 
society.; 

(b) to pass the half-yearly balance sheets ; 

(c) to review the work of its officers and hear and decide 

all pomplaints against them ; 

(<7) to determine the rate of dividend on. share capital and 
the sale of rebate on purchase. The general meeting 


15 
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mny rpdnce, lint slmU nol eiilinnoo tho rnlefl propoBOd 
by Uio Commilteo ; 

(c) lo decide the amount of liability in Ibo mailer of doposiis 
and loaiiB wbioli Ibo Commilteo may incur durinp 
the coming balf year and lo fix tlio ralen of inlcresla 
Uiereon ; 

(f) to decide ns lo all tbc ebangea in Ibo by-lawB aud 
rales ; 

(fl) lo eloofc the Committee and ils Clinirman and of her 
officers of the socioly cxcopUng those whoso appoint- 
ment is given by the rules to the Commilteo ; 

(7i) to transact any other general buainess of tlio society. 

Board of Directors. 

23. Subjeot to the control of the general meeting, Iho en- 
tire management of the nfTuua stiall vest in Iho Cninnuttee of 
Management, wbioli shall consist of not less than five niomliois 
inclnding the Clmiimaii. The Chairman who, except in tlin 
case of the first holder of the ofileo, mint, have served the Cotn- 
mitlre for 12 moiilhs previonsly, shall ho elcetod at Iho gctmrnl 
meeting. 

24. The Committee of Management shall have power to fill all 
vacancies occurring in the Committee belwoon general meetings 
and to elect one of tlioir body ns Secretory and lo appoint such 
salaiiedand non-snlaried officers ns may bo thoaght ncce.ssnry 
and from time to time to define the respootive duties of sncli 
office-bearers and to fix the wages of paid officers. 

25. The dnties of the Committee of Management shall be 
as follows— 

(«1 to meet as often ns may be nqnired ; 

(i) to inspect and direct the business of the society nnd in 
all filings lo net for the society ; 

(fl) to defermine what goods shall bo ordered and the pi ices 
lo he paid and charged for the same, lo examine the 
invoices of goods, pay accounts nnd reviow all other 
Irnnsnctions cnnoeTning the interests of the society ; 
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( l) to btB Dial Iho salesmen and othoi seiv uls of tl e society 
perform their duties propeily and that the slop 
stocks and properties are well 1 ept and in good order 

(c) to take stock at least onoe in eveiy half-yeni 

(/) to lay n statement of accounts before eveiy half yearly 
general meeting 

(ff) to send to the Regietiar an annual i el urn in thefoira 
prescribed by that officei 

(7i.) to keep a copy of the last relnin and balance sheet 
of the sooiefv together with the auditoi s lepoit 
nnng np in a conepicnous place at the legieteied ofB a 
of the society 

26 The general meeting may assign to the office bearers 
such remuneration as it thinl s ptopet 

27 A. raerabei of Committee shall vacate his office if be 
holds any other office or place of piofit undei the society or if he 
becomes bankt npt ur insolveut or concerned in the profit of any 
oontraot with the snoiety 

28 The Chairman shall preside at all meetings of the socie- 
ty In bis absence the members present shall elect anotbei 
member to preside The Chairman oi the Piesident acting in his 
absence shall sign the minntes of the proceedings He shall have 
a casting vote besides bis own vote as a member 

29 The Committee shall from lime to time make special 
arrangements regarding the verification of goods leceived with 
invoices 

Conduct of Business 

30 All goods shall be sold at reasonable market prices 

31 Dealings shall be for cash All goods sold shall be 
paid on delivery or if the Committee so directs on order 

In exceptional circumstances a member may be allowed cte 
dit in goods up to two thirds of the paid-up value of shares 
But such must be paid at least a fortnight before the ac 
couats of the society are closed or within two mouths from the 
date the goods are deliveied whichever is earlier 
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32 The general meeting may from time to time open biau- 
ohea at suitable centres and may fix the aiea wilhm which each 
branch shall ordinarily operate and the general meeting shall, 
appoint local directors to cairy on the business of such branches 
on behalf of the society Every local Boaid of Directors shall 
subject to the control of the Board of Directors, exercise the 
same powers with regard to the work of the branch it represents 
as the Board of Directors All documents executed by the local 
Directors with regard to the work of the branch society in the 
manner laid down in the by-laws shall be binding on the society 

o3 Complaints regarding the quality, quantity or price of 
any goods or the conduct of any officers or servants of the so 
ciety shall be made to the Committee who shall inqniie into and 
decide upon them, subject to an appeal from such decision to an 
ordinary general meeting 

34 The Boaid of Directors may frame rules subject to the 
direction of the geueral meeting regarding the terms and condi 
tions on which deposits shall be accepted and withdrawn and 
regarding the rates of inteiest for various kinds of deposits and 
the Board may make additions to, or alterations in, these lules 
from time to time 


Profits 

35 The accounts of the society shall be closed half-jeailj 
When the accounts of the society aie closed, 25 per cent of (he 
net profits, after allowing fur depieciation at the rate of 10 pet 
cent on fixtnres and 23 per cent on shops and other buildiigs, 
shall be placed to the Lleseive Fund The balance may be ap- 
plied as follows — 

(aj Dividend may be paid at a rate which shall not exceed 
9s per cent on the amount actually paid on shaies 
(h) A rebate to the members of the society in proportion to 
the amount of the purchases during the period to 
which the profits 1 elate may be allowed, but no mem- 
bei shall be allowed rebate who has purchased less 
t)ian Ks 25 worth of goods 
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(0) A noil niomboi ttlio his paiohisod moie tluii Rs 25 

wotUi of jroods mny be allowed leb ite at half the 
Kite granted to menibeis 

{d) \ bonus to employees may be paid and snbieot to the 
piovisions of section 34 of the Act, the society may 
make contiibutions to any charitable purposes 

3o Dividends not withdrawn within one calendar month 
iifiei they beonne leceivable shall be credited to the membei s 
account as payments towards ficsh shares, or, if he alieady holds 
the ma\imnra allowable by tne rules, as deposits 

Reserve Fund 

37 I he lesei ve fund shall consist of — 

(а) twenty five pei cent of the profits annually placed 

to the fund in accordance with rule 

(б) any auras allotted ti it out of the profits or otheiwise , 

(c) entrance fees after deduction of the pieliminaiy expen- 

ses iiiouiied in constituting the society , 

(d) Ibeialue of all shares foifeited to the society and 

lapsed dividends 

38 L he leseive fund shall belong to the society and be 
indivisible amongst the members It shall oidinanly be invested 
III Government seoutifies Post Office Savings Bank or in any 
co-operative institution approved by the Registrar or in any 
other manner laid djwo in section 32 of the Co operative Socie- 
ties Act 

39 The reserve fund shall be available for any of the fol- 
lowing purposes — 

(1) to cover any losses aiisiug from any unforeseen cir- 

cumstances, snob drawings upon it being reim- 
bursed to the fund from the next accruing profits , 

(2) to meet any call on the society which cannot be met 

otherwise, sneh payments being reimbursed to the 
fund when fresh collections are made , 

(3) to serve as seoucity for any loans which the society 

has to contract 
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lu til e case of dissoluliou of the aociety tho leseivo fuud 
shall be applied to saoh purposes as may he determined with the 
appioval of the Registrar by the majmity of the members 

Miscellaneous. 

40 Every share bolder shall be supplied with a copy of the 
the by laAvs 


Dissolution. 

41 Ihe society shall be wound up with the approval of the 
Begistrai if three fourths of the members present at geneial 
meeting specially summoned to consider the question vote foi it 

Disputes. 

42 Any disputes which cannot be decided by the geneial 
meeting or by aibitration shall be referred to the Begistrai, 
wliose decision shall be final 

41 Any of these bylaws may be altered ot rescinded or 
new by-laws may be made at a general meeting held in accord- 
ance with the rules made by Government in this behalf and such 
amendment will come into force after it has been approved and 
legistered by the Registrar 

44 The society shall keep a copy of the Co operative Socie- 
ties Act, 2 of 1912, of the rules made by Government under the 
Act and a copy of these by-laws open to inspection free of 
charge at all reasonable times at its registered o£5ce 

45 All matters not specially provided for shall be decided 
according to the terms of the Co-operative Societies Act, 2 of 
1912, and the rules framed under section 43 of that Act 

The above are the by laws referred to in our application for 
legistration dated 


Signature of applicants 
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APPENDIX F. 

The Growth of Co-operation in India. 

GOVBRRNMBNT OF INDIA. 

Kesolution No. 12-287-1. 

Dated Simla, the 17th June 1914. 

“ If the system of Co«operatIon can be introduced and utilised to 
the full, I foresee a great and glorious future for the agri- 
cultural Interests of this country.”-His Majesty the King- 
Emperor, 1 3th December 191 1. 

Ten years ago there was nothing beyond a few scattered ex- 
periments to indicate the presence of the co-operative movement 
T , in India. To-day there are over 12,000 so- 

cieties with nearly 600,000 members end 
with a woiking capital of over five crores of rupees, and or- 
operation has firmly established itself ns a powerful faclor in the 
material and inoial welfare of the people. A. stage, therefore, 
appears to have been reached at which an endeavour may suit- 
ably be made to review the manner in which this remarkable de- 
velopment has proceeded, and the main principles which have 
guided it in the past, and should guide it in the future. In this 
Resolution an attempt will be made to trace the growth of co- 
operation in India, to indicate the benefits — economic, social, and 
educational — which the movement, if wisely directed, may be ex* 
pected to produce, ns well as the dangers to be avoided; to des- 
cribe the main features of the various types of society, to discuss 
a number of questions of administrative detail, to examine to 
what extent State aid has been and. should be rendered, and, 
finally, to consider how far, in the every day wort of administra- 
tion, district officers should keep in touch with the movement and 
utilize this new element in the national life. 

2. Economic co-operation is based on the fact that when 
Co-operation-orodit are joined together for a common ob- 

and other. • jeot credit, which was denied to the indivi- 

dual, becomes accessible, and advantages beyond the reach of any 
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member of the group Working independently are secured. This 
principle finds its expression in two distinct methods of associa- 
tion, one of which underlies the system of Co-operative Credit, 
while the other is the foundation of Co operative Purchase, Sale, 
Production and Insurance. In the formei several peisons com- 
bine to furnish a collective gnaiantee by which they are enabled 
to secure money at lower rates of interest than they could obtain 
individually. In the latter a similar combination is made in order 
to e&ct economies in the prepaiation or disposal of produce. 
The former method of oo operntioms genei ally the simpler and 
more easily managed ; it provides the pi imary lequisites for pro- 
gress, and it is in a sense the foundation of the other, both in 
India and in other countiies. 

To form a credit society in its Simplest form all that is le- 
gally necessary is for ten or more peisons to secure legistiation. 
The society on the joint security of its members borrows 
money, and the money eo obtained is lent to snob members as 
are in need of loans When joint seonrity is offeied money 
can be borrowed by the society at a comparatively low rate of in- 
terest, and although the interst charged to membeis who borrow 
from the sdoi'ety is fixed at a slightly higher rate it still remains 
peioeptibly lower than that charged in the open maiket. A 
society formed for the sale of produce would collect the produce 
at one place, convey it to market in the most economical manner 
and obtain better terms by selling to laige dealeis aod not to 
middlemen. Similaily a society, fomed for the purchase of 
seed would combine the contributions of its members, buy 
seed at wholesale prices and distubute it to the members at cheap 
rates. 

3. Co-operative credit, as an oigaiiised system, had its 
Origin in India orig*D Germany about the middle of the 

Act ot 1904 last centuiy. Its beginnings weie of the 

humblest description. Two men, Raiffeisen and Sobnlze-Delifz- 
stated independently about the same time to work out a 
system of credit on co-opeiative lines, the former in the main 
for poor peasants, the latter for artisans and small tradesmen. 
l?or a long time progiess was slow, but between 18S0, and 1890 
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the moTcniont mnj bo enid to haro otiahliabcd iteoIF, and from that 
time foiward there has been marked and continuouR development 
Co operaltvo credit haR, for roaaona nrhich need not be detailed 
here, hitherto failed to gam more than a very small footing in 
Great Britain, hat in Ireland, and in most of the principal 
countrioE of Bnropo, it has now ofitainod an ostabliehod position 
as one of the oliiot elements in Ihb agrioaUnral and industrial 
welfare of the people Proposals have from time to time been 
made, by Sir William Woddorbnrn at d others for the Cilablish* 
mont in India of hanks to supply capital to agncnltnriBfs and to 
free them from the indebtedness caused by nsurions rates o' 
interest hat to solve the problem of agnonltural indebtedness 
something more than the creation of cheap and unrestricted 
credit was required, and, alfhongh the possibility of extending 
the system of ccwiporafive credit to this country had proiionsly 
been considered, it was not until 1695, nh n Sir rrodonck 
Nicholson of tlio Indian Civil Sen ice submitted to tlio Madras 
Government a valuable and comptohonsivo report on the subject 
that a real beginning nas made In thin report bo described the 
oystom of co«oporntion in force in Cnropcan countries and 
examined their applicability to Indian conditions Wliilo it was 
under oonsidoration, a volumo entitled ‘ Pooplo s B inks for Nor 
them India, wis publisbod by \Ii Dapernox f 0 S and fow 
small experimental Booiotios aero instituted by Mr Dupeinox and 
other otBcers in different parts of India So long, however, as 
the transactions of these societies were governed by the comph 
caied provisions of the Cimpanics Act, it nis impossible to 
expsot much progress, and a Committee wis tberofoio appointed 
by Lord Curronin 1901, under the presidency of Sii Edward Law 
to report on the action necessary for the establislimsat of co 
operative sooieties on a proper footing The Ooramittea had the 
benefit of the advice of Mr Henry Wolff the leading authority in 
England on the subject, and as a result of its reromraendations 
a Bill was introduced in the Legislative Council by Sir Dennl 
Ibbetson and was subsequently passed as Act X of 1904. 

4 Under the Act of 1904 a simplified form of procedure 
Act of 1312 presenbed for credit societies and then 

status was defined Societies were divided 
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into twoiclasses — ‘taial’ and ‘ urban, ’ — separate conditions being 
ptescribed in the case of each class in regard to matters such 
as members’ liability and the application of profits and the 
business procedure of •societies was freed fronl the elaboration of 
the Companies Act Certain duties were prescribed for societies 
and their members, and power was given to the Government to 
exempt them in certain paiticulars from the operations of the 
ordinary law. Registrars, with powers under the Act, were ap- 
pointed in each province, and in two yeai s fiOO societies 'had 
sprung into existence. The number steadily increased from 
year to year, and befoie long the piovisions of the law — which 
u ere necessarily of an experimental nature only— -were found 
to be in some lespects faulty, and in others inadequate. The 
distinction in treatment between rural and urban societies, for 
instance, was found in piactice to be unnecessary Tbeie ■was 
moreover, no formal recognition of joint or cential societies 
foimed of other societies, nor did the Act expressly cover any 
foim of CO operation other than co-operative credit. To remedy 
these and other minor defects which experience had brought to 
light, a new Act was passed in 1912 which dealt with co-opera- 
tion of all kinds, and it is by this Act (No 2 of of 1912) that co- 
operation is nou regulated in this country. 

{5. The number of societies finclnding those in the Native 

States of Mysore and Baroda) has now, ac- 

Kate ol piogiesB . .i. , . -t r.i 

cording to the latest retnrns available, risen 
to 12,324 (of which all but 176 are credit societies) and the num- 
ber of members to 573,636 There has been a brisk demand ^for 
the creation of now societies, and considerable pressure has been 
put on Registrars to register societies at a more rapid rate than 
IS represented by these figures. They have been flooded with 
applications for enrolment, and, even where applications were not 
received, nothing would have been easier than to create new 
societies, as it weie, by beat of drum The principle on which 
they have acted in spreading the gospel of co-operation has been 
to make sure before accepting converts that the matter has been 
well considered and the new doctrine understood, as one good 
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souiefcy is, in blio end, batter tbau any number of uneuccossful 
ones. The failures that have occurred in the cases when this 
course -was net followed, have fully justified the caution with 
which the numbers have been increased. It is sometimes urged 
that the movement only touches an infinitesimal proportion of the 
population, and that, if co-operation is materially to affect the 
condition of the masses, more rapid progress should bo made. 
But it must be borne in mind that the benefits of. the societies are 
by no means confined to registered members. If 600,('i00 persons 
are members, the numbers directly affected, including their 
families, can scarcely be less than 3 millions, and if wo take also 
into account the general reduction of the rate of interest and similar 
benefits to outsiders which have followed the spread of the move- 
ment, it can fairly be claimed that co-operation has already 
brought relief to some sis millions of people — a very gratifying 
' and indeed phenomenal outcome of the work of ten years. It 
is true that there is still only one agricultural co-opei'ative society 
in India for every 20,000 of the population engaged in agricul- 
ture, whereas in Italy, for instance, there are 18 and in Germany 
52. But the movement in India is only at its beginning, and the 
progress made in the first stage has been unequalled in any other 
country. In Germany, the pioneer of co-operative credit, the Initial 
difficulties were immense, and 30 eooielies represented the fruit of 
30 years’* effort, while even now, according to the best information 
available, the number of societies, in Germany after another 30 
years does not exceed 17,000. In Austria after ten years there 
were 15 societies and now, after some 60 years, about 12,000, In 
Bussia there are said to be 14,000, in France 4,000, and in Japan 
7,000. But, although such rapid progress hos been made, the 
movement, fostered as it has been by the resourceful guidance of 
the Registras, has developed naturally and on sound lines, and the 
aim kept steadily in, view has been not the multiplication of so- 
cieties but rather , the restriction of the movement within safe 
bounds. In the future, nowthat 'the first stage has been passed, 
-it is possible that, with the help of federation' and irioreased un- 
■ official supervision, the rate of progress may in places safely 
increase, but the caution and restraint shown in the past is in 
every way a matter for congratulation. 
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0 The aim of those who form themselves into societies is 

primarily economic Their object is to ob- 
EBonomio bcnofits , l r 

tain money oi the other necessities of pro- 
duction at cheaper rates, or to sell their pioduce at higher prices 
than those which prevail in the market to which they would in- 
diTidnally resort If this object can be attained over a consider- 
able portion of India, the result will be of immense economic 
value It has, for instance, been calculated that in interest alone 
the agrionlturists of India, by taking loans from co operative 
credit societies instead of from the village money-lenders, aie 
even now saving themselves from an absolutely unnecessary 
burden of at least 20 lakhs of rupees per annum, and there is no 
reason why in a few years this figure should not multiply itself 
seveial times over The mere saving in interest charges is, 
however, a part only of the benefits received With the progress 
of co-operation and with credit democratised money that has lam 
lusting in hoards has been produced and placed m deposit, 
money that would otherwise have lam idle has found a service 
able form of investment , capital that would otherwise have been 
inaccessible has come into the hands of the agncnUarists , old 
debts have been paid off and old mortgages redeemed, cases being 
reported in which the debts and mortgages not of individnals 
only but of whole village have been cleared off With freedom 
from debt and with access to capital on reasonable terms, the igri 
onlturist IS enabled to develop bis means with better heart and 
increased resources while the prodnction of boarded money and 
its application to the developement of the oountiy, coupled with 
an loiprovemOnt m the economic position of the people, must 
lesult m an increase m their purchasing power and in the expan- 
sion of external and internal trade 

7 In no direction, is co-opeiation moie full of promise than 
Improvemeatin iign- ^ improvement of agiiculture From 
‘'“Itaro tljg fijat it iiaa enabled cultivators to 

grapple with the difficulties caused by bad finance and an unde- 
voloped system of rural economy, but during the last two or 
three years it has begun to show how it can assist them in win- 
mng a bettei living from a reluctant eoil and treacherous seasons 
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In time of need, Ujveinment has never been backward in helping 
the peasent, Loaiie for the parehaae of seed and cattle have been 
generously given; lenient treatment has hastened recovery from 
seasonal disasters ; and by the greatest gift of all— irrigation— the 
liability to such disasters has been prevented over large areas. 
But more helpfnl than any of these gifts is the teaching which the 
Agricultural Department is setting before the people. The field 
however, is so wide, and the skilled workers so few, that mere 
departmental efforts can never suffice to bring home to every 
cultivator the bdnefits that agricultural science offers. It is here 
that co-operation has siepped in. It has, in some provinces, 
provided the means whereby, as each improved variety is 
perfected and made ready for nse, seed can be conveyed from the 
Governhient farni to every village over large areas and can be 
multiplied a thousandfold ; it has enabled the purity of the seed 
to be maintained, and the best price to be secured for the produce; 
it has placed within reach of the cultivator cheap manure and 
implements tested and approved by experts ; it has snpplied to 
battle breeders bulls of superior strains for the improvement of the 
village herds ; and it has provided the means by which useful 
infortnation can be disseminated. 

■ The association of co>operatiou with agricnltnral improve- 
ments may assume different forms. In one place the co-operative 
bociety may perform the functions of an agricnltnral association ; 
in another agricultural societies or unions may have a separate 
existence, but may work in the closest touch with the co-operative 
'movement. But ' wherever agriculture and co-operation have- 
experienced tlie assistance which each can derive from association 
with the other, they are fast developing a truly organic connec- 
tion aud there can.be little doubt that before many years this will 
be the case throngbont India. It baa indeed been stated by 
outside observers that the efforts of these two departments have 
■made a deeper impression on the life of the people than any of the 
other measures 'which Government is engaged in promoting. 

8. But these direct economic improvements are not the only 

’benefit which co-operation is conferring on 
-Ettoational value. - 'the country. . Co-operation has .been, in the 
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widest sense of the term, edacation, botli iatellecfctial and moral. 
When men are associated for bnsiness purposes, they feel the need 
of edacation. There are tangible reasons for learning to keep 
accounts, to sign pro’uotes, to read pass books and receipts, and 
knowledge of this kind mast lessen the okanoes of fraud while 
members who are able to read simple co-operative literature will 
take a more intelligent interest in their society and in the progress 
of the movement. Illiteracy is a hindrance to the movement, and 
just as ccoperation leads to a demand for literacy, so literacy en- 
courages the demand for co'operation. The effect of co-operation, 
however, extends beyond this. It does more than merely provide 
cheap credit ; it encourages thrift. The criterion for admission to 
a society is a man’s character and not his wealth, and men, when 
brought together for their common weal and when pledging their 
common credit, have influenced each other’s conduct and advanc- 
ed each other’s interests in ways previously undreamt of in this 
country. The fact that the members are ultimately respon- 
sible for the payment of the debts of each and every member, 
operates as a powerful check on expenditure on unproductive pur- 
poses greater than that absolutety required by public opinion, and 
marriage expenses have accordingly been curtailed. Drunkards and 
gamblers have been reformed or excluded from societies. Self- 
restraint, punctuality, straightforwardness, self-respect, discipline, 
contentment, and thrift have been encouraged. In some areas 
litigation has markedly derceased. In others the common funds 
have been used to start schools, to provide scholarships, to 
distribute quinine, to provide drinking wells, to clean streets. 
The impetus of co-operative credit has led on to saving banks, 
benefit funds and provision for the poor. Those who have first- 
hand knowledge of co-operative societies are emphatic in their 
appreciation of the change which the movement is making in the 
character of the people affected by it, and it is important to bear 
in mind that co-operation is not merely a device for obtaining 
cheap money, or foi increasing the economic resources of members, 
but is also a potent educational infiaence and, as such, is deserving 
of the warmest support from those who have the welfare of the 
people at heait. The managing bodies of the societies have 
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freqlionfljr been entrusted with the arbitration of disiputes and with- 
otbor duties which belong to Ihtf traditidnal rillaga* pnnchayats, 
and (hero is sbmb reason to think that the continuity of aiirr, and 
the soHdnritj' of feeling inbororit in the raorement, may lead to 
aVcrival of the corporate village life which has been eo weakened 
by the disintegrating inll nonces of modern times. 

9. In India, ns in Europe, the greatest obstacle to economic 
Co-oparativo oredit P*’^g>^css has been the difficulty of obtaining 
Miiofly for nmnll ogri- , capital at roasonablo interest for peasant 
cnlturista. . ^ ^ 

ngricalturo and for small indaafcrial enter- 
pri.ses, and tbo foundation of the whole structure of co-operation, 
both in' India and in Europe, has been the credit society. The 
provision df credit for largo landowners is. a .marked feature of 
■co-operation in pome European countries, and there are no doubt 
openings in India, towards which the Registrars of several 
provinces have already been feeling their way, for organising the 
credit of the larger landed proprietors. But an organisation of 
this kind rests on an entirely difforotat footing from that of the 
ordinary credit society, and it is unnecessary to refer to it farther 
in this Resolution. The Indian Act of 190i was admittedly 
intended to oncourngo small and simple credit societies for ‘small 
and simple folk with simple needs ’ and these still constitute the 
vast majority of the societies which liave since been instituted. 
To those nob conversant with co-operative ideas the result may 
•often appear trivial. The average number' of members in a.sooiety 
in this country is 4G only, and the average working capital of a 
Booioty does not exceed :C'290, the aotual figures in many societies 
being of course often far smaller than these. There are indeed 
societies the capital of which is counted in lakhs, but some of them 
Iinvc comiuoncod from potty beginaings of tw'enty and thirty r,apees, 
and the stroiigth of tho co-operative movement rests in a large 
number of small but strong sooietias. Some 600 credit societies 
are concerned with classes and industries other than agrionltnral, 
-the proportion of such iion-ngricultnral societies being largest in 
tho United Provinces, Bombay and Mysore. These societies are 
mainly for the benefit of the poorer, classes of artisans, weavers 
for the most part, but others, 'suoll as carpenters, blacksmiths, 
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shoemakers, etc., are also represented. Similar societies have been 
formed for clerks in offices, and they have lately been tried also 
in regiments in the Indian Army. The great bulk, however, of 
the twelve thonsand credit societies in the country are for the 
beneht of the agricnltnral population, and the chief object held 
in view from the beginning has been to provide reasonable credit 
for small agriculturists, who represent the backbone of the Indian 
polity. The problem of agricultural credit has been looked on as 
more urgent than that of industrial credit, and the efforts of 
'Cfovernment have been mainly devoted to the relief of the small 
agriculturist. 

10. The small agriculturist has hitherto been dependent for 
Effect on money- on the small money-lender. It 

lendere. cannot be expected that the small money- 

lender, who takes great risks and who has to make his living, 
can lend at a low rate of interest. He has in many instances- 
made unfair use of his superior intelligence, speculating as be 
does in dishonest borrowers he insures himself against loss by 
making the honest borrower pay, and the evil traditions of past 
generations of insecurity have probably led to higher rates of 
interest being charged than are now reasonable. The extension 
of co-operative credit entails^and is meant to entail— the disoon- 
ragement of direct dealings between the money-lenders and the 
peasant. So far therefore as the monej -lender depends on 
money-lending for subsistence, he finds the extension of the move- 
ment inimical to his interests. He loses some of his customers, 
and to retain the rest he has to reduce his rates of interest. It 
is not surprising therefore that he should, in many instances, have 
placed obstacles in the way of co operation and, in some cases, 
even organised combined opposition to it. Cases have indeed 
been known in which Government servants related to, or sympa- 
thetic with, the money-lending classes have in their official capacity 
obstructed the progress of co-operation, and any cases of this kind 
when brought to light and proved should be dealt with seriously. 
Bnt although co-operation must necessarily interfere with the 
bnsinesB of the small money-lender there is no reason why he too 
should not participate in its benefits. In the past he has fulfilled a 
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useful fuucfaon in the inial economy of the country, and if he 
accommodates himself to ciicumstances he will continue to do so 
in the futuie It is to he hoped that he will soon realise, as in 
many places he has already realised, not only that co ope- 
ration has come to stay ai d that it is useless to oppose if, hut also 
that it has a useful and not uniemnnerative place in its constitu' 
tion foi all the old local banking agencies The loan business of 
co-operative institutions is restricted to particular channels and 
protected by peculiar safeguards it also courts full publicity and 
should therefoi e prove attractive to money lenders and others 
who have funds to invest It is alwys open to the village banker 
to invest his funds eithei in the village societies or in one or othei 
of the various central agencies, and these will afford him a scope 
for investment much less speculative than the traditional banking 
business of the village while the increased wealth of the villagers 
will, in the end, open up many opportunities for the profitable 
utilization of his capital 

11 The oh3eot of co opeiation is to obtain leasonable credit 
Reasonable Credit reasonable creditors This is not neces- 

sarily cheap credit and the rates of interest 
which represent 1 easouable credit vary veiy widely in different 
parts of India A rate which would be considered extraordinu 
rily low in Upper Burma would often he looked on as extortionate 
m parts of Gujerat and Madias, and it is no part of the func- 
tions of CO operation to reduce too rapidly rates of interest to a 
nniformly low lev's! throughout India No doubt, as the move- 
ment strengthens, the rates of interest will everywhere tend to 
fall and the process is faking place before our eyes But a debtor 
who has been acoustomed to high rates can only be trained to 
thrift by gradual relief, and the sudden opening up of facile credit 

has too often led to bis inin It is very desirable that societies 

shonld be financed to a large extent by local epital, and depo. 
sits from members or from the local pnhlic cannot he expeo 
ted at lates markedly lower than are obtainable in other forms of 
investment in the neighbourhood If, moreover, money is lent to 
members of societies at rates much below those prevailing m the 
aiea affected, theie is the dangei that money boi rowed by mem- 
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bers will be lent oufc again ai higher lateresf It is accordingly 
found that credit is affoided by societies at very different lates in 
different parts of India, but so long as the credit in its relation 
to local conditions is reasonable, it cannot be pronounced 


12 The principal object of the credit societies being, then, 

„ . , to provide reasonable credit for small aeri- 

Typea or sooietiea— ° 

BiaiffeiEon and Schulze enltuiists and small artisan® there are 

Dehtzsoh , , , 

various systems under which societies can 
be organised to attain this object Speaking broadly there are 
two main lines on which societies can be constituted, and these are 
known by the names of their originators, Raiffeisen and Schulze- 
Delitzsch The Raiffeisen societies are mainly for agriculturists 
and are of ten spoken of as ‘ rui al banks,’ while the Schulze De- 
litzsob societies are primaiily for artisans and are described as 
' people’s banks ’ There are many points, both of principle and 
of detail, in which the two classes differ, but thiee only need be 
considered here, iiz , (») the area of operations, {ti) the liability 
of members, and (m) the tieatment of profits In the rutal or 
Raiffeisen banks membeis aie selected from a very limited area, 
their liability is nearly always unlimited, there are usnally no 
shares (or if there are shares their value is ve'y small), and there 
IS no division of profits In the people s or Schulz® Delitzsch 
banks, on the other hand, the opeiations of the society may covet 
an extended area, liability is usually limitted, and the members 
have sba^'es and leoeive fairly high dividends These are the 
two main types ef society known in Europe, but there are many 
vaiiarions from these types both in Europe and elsewhere Among 
these may be mentioned the ‘ people s banks of Italy organised 
by M Luzzatti Bomevihat on the lines oE the Schulze Delilzsch 
societies but witn limited liability in all cases and with smaller 
shares In India, where societies have been started primarily 
for agricultural need®, they have, for the most pait, conformed to 
the Raiffeisen tj pe, but European models have not been slavishly 
copied, and in a new soil, and with new conditions, there has 
been mo hesitation in departing from recognized types , uniformity 
has not been attempted and one of the mo marked features of 
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the Iiidiau system is its elasticity. By frequeut . conferoaces 
among themselves the HiBgistrars have kept in touch with the 
essential principles of co-operation, and, so long as these princi- 
ples are maintained, there can be no objection in. adopting a con- 
sidemble diversity of types. , 

13. As credit, which is denied to the individual, becomes 
accessible to the society because the'joiut 
Ar(.a of operations secnrity of all its members is offered, each 
member must be responsible for every other member and this in 
fact and not merely in name. They mast therefore be personally 
acquainted with one another and be in a position to exercise 
mutual control in their transactions with the society. It is true 
there mnst be no such artificial limitation in membership as 
would lead to the society becoming a close corporation, but 'there 
mnst be such a limitation as will ensure that the society is based 
on the principle of mutual responsibility. For this reason it has 
been found necessary, ns a' rule, to require that all the members 
of a society shall be residents of the same village. It is a sound 
general i ale that there should be only 'one village in a society 
and only one society in a village. Bat to this there are 
exceptions. Where, ' for instance, a group of villages can conve- 
niently form a co-operative unit they may wiehout objection be 
served by one co-operative society. Where persons scattered over 
large areas are for any special reason so thoroughly in touch with 
one another that they are able and willing to be jointly respon- 
sible, the condition of propinquity is not absolute,'' and the law 
accordingly allows that members of the same tribe, class, caste or 
occupation, even if not resident in the same village 'or group of 
villages, may become members of the same society. Similarly, 
it is permissible to have more societies than one in a single village 
in cases where a village fs so large that all the residents are not 
mutually acquainted, or where a village is so divided from any 
cause that one set of residents could not be expected to be jointly 
responsible for another. But the essential principle remains that 
societies should ordinarily consist of membej^s so closely in touch 
with one another that they are willing to be, and can be, both in 
name and in fact, jointly reeponsible.' 
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It IS foi a similar reason that the formation of societies in 
■Vvhioh one or tTi o men of means have associated themselves -w ith 
a number of poor and ignorant members has often been depre 
cated In snoh cases there is the danger that the bulk of the 
members will have no common interest and feel no mutual res 
ponsibility So too, where there are borrowers and lendeis in 
the same society, a conflict of interests may easily arise and, foi 
this reason, societies of poor agriculturists will often refuse to 
allow the local money-lenders to be associated with them Wbeie, 
however, the motives of the monied applicant for membeiship 
are not open to suspicion, and where it is beyond doubt that he 
desires to assist the society by actual participation in its work 
and that he has identified himself with the interests of the mem- 
bers, there can be no objection whatever to bis admission It 
may also sometimes be advisable for different classes of artisans 
who need credit at different seasons, to join in one society and 
so supplement each other’s wants But it is a sound genenl 
principle that the members of a society should not only come 
from a restricted area, bat should also represent a community of 
interest, and it is, as a rule, better that outside helpers should 
lend or deposit rather than purchase shares or lend their names 
as members 

li In the absence of special orders, passed by the Local 
Government under the Act, the liability of 
Form of liabih y members of an agricultural credit so 

ciety in India must by law be unlimited, and, as a matter of fact, 
this form of liability prevails in practically all such societies in 
the country Even among non agricultural societies, where limited 
liability IB permitted by law, about half the number aie on an 
unlimited basis, and experience has shown that unlimited liabi- 
lity constitutes, as a rule, the only means by which individually 
poor people with small security to offer can obtain money on 
leasonable teims It was at first very doubtful whether the idea 
of unlimited liability would be accepted by the people, and many 
experienced persons anticipated insuperable difficulties on this 
ground alone The instinct of association, howevei, is familiar 
to the Indian mind, and the principle of unlimited liability has 
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beou acuepled without demur. Unlimited liability ' is, indeed, 
better understood iu the villages than limited liability, and for 
rural credit it constitutes the main basis of co-operation in this 
country. In joint oi- central societies, of which one of the mem- 
bers is n registered co-operative society, limited liability has been 
laid down by law ns the nsual rule, while in the case of urban 
banks, although a choice is allowed, this form of liability is suit- 
able as there is usually less cohesion among the members and 
more business faculty. 

15. The holding of shares and division of profits are contrary 
to strict Raiffeisen principles. Shares are 
giuros and profits. usually associated with profit-making con- 
cerns, arid one of their chief purposes is to limit the liability of 
members ; while profit>s1rartng naturally leads to profit-seekiug. 
CoDsequontlj', the policy with regard to co-operation in this 
country, which is mainly based on Raiffeisen principles, baa 
hitherto discouraged both the holding of shares and the division 
of profits. But as experience has shown, both in India and in 
Europe, that societies of too austere a type do not always succeed 
in attracting members, it Iras been found necessary, under proper 
precautions, to depart from the BaiSeisen traditions, and in 
Madras, for example, societies are based largely on share capital, 
while a modified system of shares and dividends has been adopted 
in the Punjab, iu the United Provinces, and in Burma. This 
system is one which was devised to a large extent by the peasants 
of one of the Punjab districts, and it does not conform strictly to 
that of any of the types of society known in Europe. Under this 
system, as practised in the Punjab, each rural society has a share 
capital which the members subscribe in instalments spread over 
ten years, members who join the society after the first year being 
required to pay up such instalments as they would have paid had 
they joined at the beginning. Until recently members could 
withdraw their shares after the bank bad been in existence for ten 
years, but a new bye-law has now been introdnoed making all 
shares subscribed in future non-returnable. The profit earned on 
. a share is not distributed, but, at the end of ten years, the accu- 
mulated profit is, after deducting one quarter for reserve, added 
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to the value of tlio shaie, ind on the incieabcd sba e thus foimed, 
a dividend will thereafter be paid After ten years a society 
will thus have acqnited a capital composed of the shares 
subscribed together with the profit earned To this capital will 
be added each year at least one quarter of the annual profits 
The ordinary type of agricultural society in the Umted Provinces 
and Bnima is now based on somewhat similar lines, and the 
success attained by co-operative credit in piovinces \ihioh have 
introduced shaies and a division of profits makes it necessary to 
adopt a somewhat less iigid attitude towards these methods than 
has hitherto been the case Theie can be no question that it 
should be one of the fiist object of a society to fotm a capital of 
its own so as to be, so far as is possible, independent of outside 
assistance Deposits— even those of membeis -are liable to become 
a source of dangel in times of financial stress, and it is clear that 
the moie a society employs money of its own, which cannot be with" 
diawn, and the less it has to depend on the money of others and on 
money which can be withdrawn, the stionger will be its position 
at a time of economic stiain Provided, therefore, that shares do 
not imply any limitation of the liability ol members they undonbt 
edly form together with the leseivo fund, a valuable pait of the 
assets of a society They also offer an incentive to thrift and may 
very Well form a piovision against old age Or misfortune Division 
of profits is a matter which is more open to objection , but, if there 
be shares, a reasonable dividend may without objection be paid, 
and it IS not altogethei logical to refuse a dividend on the 
shares of membeis, while allowing them interest on deposits 
Bather, the membei whc puts his money permanently with the 
society would seem to be more deserving of a reasonable retnin 
on It than the member who merely puts it in for a time The 
general conclusion appeals to be that, in judging whether shares 
and a division of profits are advisable or not, it is neoessaiy to con- 
Bidei the object for which they are intioduced If the object is 
the personal gam of the memoers, or of some of them, both mea 
sores are objectionable But if the object is to increase the perma* 
neat resources of the society, and to offer only a moderate in 
centive to investment, both appear to be legitimate especially when 



( 196 ) 

it 18 remembered tbit anffioient legislative safeguards exist to 
prevent abuses When a share system accompanied by a division 
of profits has been intiodnoed, the local Goverment lias always 
the ponei to check undue profit-moking by limiting the number 
of shares which can be held by a member ns well as by limiting 
the amount of dividend which can be paid But societies so 
constituted require to be carefnlly watched, *is it is above nil 
things necessary to ensure that large dividends are not paid and 
that the mutual benefit of members, which is the primary object 
of CO operation is the obieot kept steadily in view 

16 So, too, as regards the class of security to he taken 
from boi rowers, the main principles undei 
Forms of soountj operative credit, are the full mut ual 

responsibility of the members and the profitable employment by 
them of the money they borrow In all unlimited societies the 
whole property of the members is ultimately liable for the needs 
of the society The secniity, houevei, both of the society against 
its membeis, and of outsiders against the society, IS pnmniily the 
character of the roemhors and only in a secondary degree their 
personal oi landed property A loan to a member is sometimes 
made on the borrower’s personal security only, but it would appear 
to he more common to demand one or two Snieties The loan of 
money by societies with unlimited liability on the security of 
movable propeity is discouraged by the law, and the local Govern- 
ment may prohibit or restrict the lending of money by a society 
on the mortgage of immovable property In practice it is rare 
to find moveables taken ii) security, and mortgages cover a tenfh 
only of the loans given out In provinces where there are lecords 
of rights in land, the amounhof each man s property, and the 
encumbrances on it, are easily ascet tamed, so that specific moi t 
gages are less necessary, while in some areas the credit obtain 
able on mortgage from the outside market is already as cheap as 
can be obtained from co-operative societies Where, as is usually 
the case the loan secured by mortgage la for a long terra, there 
are ohieotione to locking up capital m a form which is not readily 
available There is, however no absolute rule against mottgages, 
and in some provinces^ such as Madras and Burma, where land 
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has always been pledged, this foim of security is fiequently le 
sorted to, and the fact that his property is mortgaged serves to 
emphasize the exclusive liability of a member to his society 
Moi tgages aie useful in ateas under new colonizition where the 
boirowei has little or no secnnty beyond his laud to offei, and 
they aia often employed to releise a member fiom a pievious 
USUI ions moitgsge by the substitution of another to the society 
on milder terms 

17 A question is m (his connection sometimes laised 
should a member be admitted to a society 
Piovions debts free from outside debts ^ The 

only answer that experience admits of being givien is that until 
a member hss been freed from outside debts, a society is not 
pel forming its full functions, but it is a counsel of perfection to 
expect that no one shall be admitted as a member unless and 
until his outside debts have been paid off There aie of course, 
extreme cases lu which a man is so indebted that theie iS no hope 
of his debts ever being cleared off, and in such a case the proper 
course IS to refuse him admission to the society But there are 
many cases including some that at fiist sight may appear hopeless 
in which the societ es can do much Ihe panchayats in chaige of 
societies have in a many cases undertaken the paitof concilia* 
tois and, by offering immediate payment, have secured considei 
able remissions of claims from creditois A full disclosuie of 
existing debts is a necessary piemiliiiaiy to admission and there 
IS sometimes in practice consideiable difficulty in ascertaining the 
full extent of a member s unsecured debts but proposals have 
be^n put foiwaid for investing the societies with power to call on 
creditois to file claims by a fixed date on pain of lapse, and if these 
should be approved societies will be materially sti engthened in 
dealing with the outstanding debts of their membeis It is 
indeed to cooperation more than to any othei measuies, that 
lecouise must uow be had m the attempt to solve the difficult 
problem of runl indebtedness m this conn tiy, and co-operation 
Ins advantages which most of the schemes put foiwaid rvitli 
this obiect do not possess It is applicable act only to Ihe class 
es Inch possess land but also lo oflieis It males it possible 
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to lednoe ontstanding debt nithont e^tiavagant e^penditare of 
public money And — wnat is most important of all — it ensures 

that the debtoi, wbon cleared of debt, sball be pnt in a way of 
life which discourages debt and the thriftlessness in the future 
IS Another impoitant matter regarding which doubt has 

, at times been e-rpressed is whether it is 

Object of loans 

instifiable for a society to lend to its mem- 
beisforothei than productive purposes This was considered 
when legislation was undertaken, and Government has deliber- 
ately refrained from placing any restrictions on the ob-jeots for 
which loans aie granted Apart from the fact that it would be 
impossible to devise any complete check on the e'^penditnre of a 
loan, or to say fiom what sources the money spent on any parti- 
cular oh]eot was derived, it would ha suicidal for societies to 
place any absolnte prohibition on the grant of loans for unpro- 
ductive purposes The society occupies the place previously 
held by the money-lender, and it must give loans for all pur- 
poses for which loans are eesential, including any social evpendi" 
tnre required by public opinion, and if it failed to do this, it 
would only encourage its members to resort to money lenders 
It has been found by experience that members being 30iDtIy and 
severally responsible for one another will take care that the 
amount spent on social requirements is not in excess of that 
prescribed by pnhlio opinion in the village, and the dictates of 
the society m such matters are in most oases cheerfully accepted 
by the borrowei It has indeed been said, and with much trntb, 
that by lending money for ceremonial purposes sooieties ‘ close 
one of the high roads to insolvency ’ While, however, loans are 
granted for non-prodnctive objects it is an almost universal 
practice for societies to insist in giving a loan that they should 
be informed of the object for which it is required in order that 
they may satisfy themselves as to its necessity, and, as a matter 
of fact, comparatively few loans are taken for nnproductiue pur- 
poses It IS also necessary that when a loan is granted for 
a particular purpose the society satisfy itself that the money 
has actually been applied to the object for which it was 
borrowed 
18 
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19. The extent to which societies receive or should recei ■ 
Concession to sooie- direct support, financial or administrativ 
from Government is a matter which 
considered below. There are, however, certain methods b 
which co-operation may legitimately -receive indirect aasista • 
Just as the whole organization has been exempted from t’< 
detailed formalities of the ordinary commercial law of Oompa i': 
BO too it has been found advisable to allow of the remission in certai 
cases of such charges as stamp duties, income-tax and registr: 
tion fees. The working of societies is further facilitated by al 
wing the despatch of their. money in some instances through t < 
Government treasury ; Government may help by subscribing ' 
co-operative periodicals ; it may go further and allow to sooietie: 
as it does in the Act, a prior claim on the debtor’s property ; or 
may exempt shares from attachment. But while Governm.. 
has been auxious to remove unnecessary obstacles from the pat 
of co-operation, it has beer, no part of its policy to render t 
movement dependent for its progress on Government' tutelar 
When, for instance,- it is iisked— ns it frequently has been ask- 
by many earnest supporters of the cause — to allow the societies 
special summary procedure for the recovery of their debts in pla. 
of the slow and expensive methods of the courts it has withhe 
its sanction. Although defaults through fi-aud are exceedingl 
rare, it would be mistaken kindness to confer upon societies arb 
trary powers of recovery, and if in the absence of such power 
a society cannot by means of the joint security given and its ow 
moral authority, collect its debts, the failure is due to a carele 
selection of members in the first instance or to lax managemen 
Whether or not special methods might be justified in the cr 
of recoveries at the time of liquidation, or when suits are brongh 
by central banks against their constituent societies, there can 
little doubt that if individual societies could employ such metho • 
■ iu dealing with their members, they would be encouraged t 
become careless in administration, and to neglect the vital pii> 
ciple that, admission should be refused ' to those who cannot b 
lelied upon to fulfil their obligations. 
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20 liij funds of sooieties aie deiivad fiom vaiious sonices 
and fbe propoitions in which these souices, 
are tipped vary in diffeient pirts of India 
For ngiiculmiil societies generally the foni mim sontces of 
income ire the shire oipifcal, the deposits of membais the loins 
ind deposits from non meraheis, and loans and deposits from 
othei societies, and the peroenfige of the total norling cipitil 
represented by each of these heads of income is that indicated m 
the margin Leu mg out of looonnl the 
Loans and dopo money leceived from othei societies (that is 
Bit^bymombBra 10 to say in the main horn the ceitial sociQ- 
m^bera 11 tjg, described in pingiipli 2" below) it 

otbor aociotios 58 wdl he observed that membei s themselves 
contribute in the form of shares, loans and deposits bout twice 
as much as onisideis As indicating the stimulition of thrift 
this result is, from the oo opeiative point of view, satisfnctoiy, 
and it 18 in some respects bettei that members should i aise thoir 
own funds On the other hand it is a aatisfaotoiy test of the 
pi ogress of a society if it cm show that it has enlist’d the oon« 
fidenoe of the public The essential point however, is that 
funds should be received in snob a foim that the ociety will 
receive adequate warning before they we withdrawn and from 
this point of view there aro advantages in receiving money in 
form of shares Similarly as between deposits, there is an obvious 
advantage in long term deposits as opposed to those eoeived on 
short terms or on current account There is no oempltte infoima- 
tion regarding the ordinal y length of term foi which loans are 
given to members by soeietias in different parts of India, and it 
would be convenient if in futnre Registrars would include such 
data as are available on this subject in their repoits Generally 
speaking, however, loans whether made m the first instance for 
short terms onlj, or for long penods, are usually repayable after 
the time of harvest And nst as loans are ordinarily repayable 
after a harvest, so too the demand for loans is for the most pait 
concentrated into a period corresponding with the commencement 
of the sowings for the chief harvest of the year, and it is neces 
sary that the system on which deposits are received should ao“ 
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commodiito ilsolt bo far as possiblo lo llieso uiicnniHlauccs. 1o ii 
certain extent tbis can be done by ntiliBing Ibo credit available 
from central seoiotiee, but it ib also nocesBary tlint individ* 
dual sooiotioa ebonld provide, so far as possible, that funds may 
be available when they are most in demand by regulating the 
ordinary length of term for wliicb doposiilB are received. 

21. The ability and mllingness on the part of the members 

of credit Bocictics to repay loans is a prime 
Eopaymont. factor in tbo cftablishmont of public con- 

fidence in the co-oporativo movcmont. Forethought, thrift and 
business methods are not characteristics of the classes for whose 
benefit co-operation is intended, and in the early years of the 
movement it wonld not have been surprising had the members of 
credit societies shown shortcomings in the matter of the rejiay- 
ment of their loans. On the whole, however, judging by tbo 
results repayment seems to have been satisfactory, delay being 
due rather to want of the business habit and and to the diiliculty 
experienced by Registrars in laying down a definite system of 
instalments for repayment than to any de.siro to shirk obligations. 
Now that experience has been gained it wonld bo well if, so far ns 
is possible, a definite system of repayments wore preset ibed. 
Uncertainty in this matter may lead to carelessness on the part 
of borrowers, to Blackness and partiality in management, and so 
to the ‘ eternalizatiou’ of loans. 

22. As a test of financial stability the importance of tbo ro- 

serve can scarcely be over estimated, It snp- 

iCcscrro fund. ^ 

plies a source of income which may ho dtnwn 
upon in lean years ; it fortifies outside confidence and so attincts 
deposits ; it protects members from money payments under their 
unlimited liability; it cheapens credit; and, perhaps, most im- 
portant of all, it binds members together. The law contemplates 
that at least one fourth of the profits shall bo credited to the 
reserve fund, but it should by no means be considered necessary 
or desirable, even in share societies, to restrict the income of the 
fund to this figure. Stated in the order of their importance profits 
are availahlo for three main objects, the building up 

of a reserve, the reduction • of the interest demanded 
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from borrowers, mid the distribution of dividends to members. 
Regarding the manner in which the reserve should be em- 
ployed there has, however, been some difference of opinion. 
Some hold that the reserve should always be separately invested 
in n central bank or other outside institution, and that unless 
this is done it is impossible to obtain the additional outside con- 
fidence which it is one of the functions of the reserve to secure. 
Others contend that so long as a higher rate of interest can be 
obtained by lending it to members, it is better business to utilize 
the reserve in the ordinary work of the society, and where, as is 
the case in some provinces, the margin of interest is large and 
the reserve fund grows rapidly, the use of the reserve fund in 
th is way enables the society to dispense with outside loans and 
deposits. In Madras and the Central Provinces the reserve is 
usually invested separately, while in the other large provinces it 
is freely used for the ordinary basiness of the societies. There 
can be little doubt that though in the earlier stages when working 
capital is small, the reserve may fairly be used to supplement the 
working capital, it should be invested when any considerable 
amount has been accumulated and efforts should be made, as the 
working capital increases, to conform by degrees more closely to 

■ this practice. The agricultural societies in India now possess a 

■ reserve of 10 lakhs or 3^ per cent, of the working capital, but no 
information is available to show in each province how much of 
this is separately invested, or what portion of the amount set aside 
as reserve may have been excluded from the above figure on ac- 
count of its employment in the ordinary business of the societies. 
It may be remarked that in the German Raiffeisen banks the re- 
serve constitutes 2^, and in the Bohulze-Delitziioh banks’ 6§ per 
cent, of the working capital. 

23, As societies increase in number it has been found advi- 
sable in India, as in Europe, to group them 
Central SooiohcB. together for purposes both of control and of 
finance. By federating themselves under a joint central institu- 
tion, societies provide themselves with an excellent agency for 
mutual inspection, and it is a mistake to suppose • that inspection 
by snob central agencies, even when no financial oontuol is invol- 
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Ted, in any way impairs the independence of the societies. It 
must, moreover, be recognised that just as members of an indi- 
vidual society obtain increased confidence and credit by mutual 
control, so too societies are able by combining with one another 
to obtain a similar increase of confidence and credit. These com- 
binations uf societies are classed in the published returns under 
the generic name of central societies. But they are not constitu- 
ted on uniform lines throughout the country. Sometimes the 
combination is for no other purpose than the inspection and ex- 
tension of the societies, and in such cases it is properly called a 
Union. Such a Union may have no connection with finance 
beyond the provision of information to a financing body, or it may 
as in Madras, the Central Provinces and Burma, so far extend 
its functions as to guarantee the security of the societies which 
constitute it. In some areas, notably in Bihar, the United Pro- 
vinces and Bengal, the Union both inspects and finances its consti- 
tuent societies and is then spoken of as a Banking Union. Or again 
the central institution may finance only without inspecting, and 
such a body constitutes a central bank in tbe more restricted 
sense of the term. There is no uniform organisation for these 
financing bodies, as the societies which they support are not 
uniformly spread over the country j but there is a tendency to 
group the societies of a iahsil, taluk, sub-division or district under 
a central financing institution, known either as a central or a 
district bank. It is a matter of some importance to recognise 
the right moment in the development of co-operation at which 
one of these central agencies should be established. A society 
cannot attain its full measure of usefulness until it is federated 
with, and assisted in some way by some central agency, but if 
central banka be started prematurely, they are apt to become mere 
forcing agencies for the artificial creation of affiliated societies. 
In India the structure has been built upwards from below, and 
for this reason it has been found advisable to discourage the 
formation of scattered societies at long distances from one another 
and to concentrate the movement, allowing it as much as possible 
to expand from centres in which it has found a congenial soil. 
It is gratifying to know that as a result of this policy there are 
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already whole distnots in India where theie ii one oo operative 
society for every three or four villages 

The formation of cential societies was not contemplated in 
the Act cf 1904 It was supposed that the capital for rural ere* 
dit societies would largely be supplied through the agency of town 
societies, and even when the central system was started, it was the 
practice in some areas to treat the constituent societies as bran- 
ches of the central society lather than as independent though 
affiliated units The status of central societies, has however, been 
fully recognised and provided for in the Act of 1912 These 
institutions are sometimes constituted with societies only as 
members but in many cases individuals also, and in some 
cases individaals alone, are admitted to membership They 
are treated as co-operative societies under the law, but on a 
basis of limited liability and about half the individual societies in 
India are nou shareholders in central banks, althongh assistance 
IS also given by some banks to societies which are not sharehol- 
ders In some areas it has been advisable to define the liability 
of the constituent societies by limiting it to some mnltiple of then 
shares, and it would possibly bo an advantage if this or some 
similar plan were adopted generally It would also probably be 
well if local Governments were at the present stage, to avail 
themselves of the permission given by the law to limit the rate of 
dividend in the case of central societies, so as to prevent any ten 
dency on the part of such banks to subordinate the interests of 
the constituent societies to their own It may be objected that 
societies are at present uuduly dependent on these cential agen- 
cies for their funds, but the system has its advantages The ad- 
ministration of the central societies, being more on the lines 
of joint stock business, requires expert management and they have 
usually opened a connection with outside joint stock institutions 
by means of deposits or cash accounts They are themselves 
largely dependent for funds on shares and debentures, and are 
thus in a position to provide the individual societies with a fair 
proportion of funds for long-term loans as well as to allow current 
credits for current wants The ideal to be aimed at is that lural 
societies shduld raise locally what capital they ordinarily require 
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aqd that central banks shonld make good any deficiency in the 
supply of local capital A time no doubt will come when local 
capital will be the principal source from which funds are derived, 
but at present the main function of the central banks is to enable 
individual societies to obtain and consequently to lend out money 
on easier terms than are available ir the open market, and it is 
in this respect that they are able to give to the societies a marked 
advantage over the local money-'lendeis Under the system of 
village finance hitherto pievalent m India, the village money-len* 
der has almost always been dependent on his own resources only, 
and has dealt with a limited clientele Apart, therefore, from all 
other considerations the rates of interest which he charges are 
considerably higher than those at which a society acting in com 
bination with other societies and working in touch with the ge- 
neral money market of the oountiy can profitably lend money 
By bringing the borrower into touch with the outside money mar 
ket, central societies are fulfilling a new and important function 
and they provide also the machinery by which the excesses and 
deficiencies of their constituent sooieties can be bnlanced 

24 In themselves however, the central banks cannot com 
pletely fulfil this function Their range is 
Provinoial banl s necessarily limited, and they are subject 
only in a less degree than the individual societies to vicissitudes 
of season and fluctuations in the demand for money They in 
their turn require further agencies from which they can obtain 
money in the busy months and through which they can utilize 
it in the slack season It is possible to some extent to obtain the 
necessary help by means of loans from or cash credits with large 
joint stock banks, but by a combination on co-operative prin- 
ciples among the central banks themselves an additional advantage 
in the way of increased credit is secured It has, therefore in 
several provinces been found necessary to establish banks dealing 
with an area larger than that covered by the ordinary central bank 
In Buiraa, the business of one of the central banks is so consider- 
able as practically to cover the whole province and to constitute 
it a provincial mslitution Elsewhere, as in Bombay and the 
Cential Provinces special Pi oyincial Ban! s haie been organised 
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nnd the establishment of eimilai institutions in other piOTinces 
IB probably only a matter of time The Bombay Bank, which was 
staited in 1911 by a number of piominent men of business in Bom" 
bay, may issue shaies to the \alne of 7 lakhs lu the first instance 
With this fund as a basis of credit it may issue debentures carry- 
ing interest at the rate of four per cent per annum, tojaii amount 
not exceeding three times the paid up capital and interest at this 
rate has been guaranteed by the Government of Bombay The 
bank lends to co-opeiative societies only and loans are made to 
societies direct, more specially in connection witb the develope- 
ment of sugar cultivation on the Nira Canal The Provincial 
Bank in the Central Ptovinces nas established in 1912 without 
any official guarantee, nnd is an institution dealing with central 
banks only It has a capital of si\ lakhs nnd should prove a 
useful link between the otdiuary commercial banks and the chain 
of CO operative banks in the Central Ptovinces, though it has, 
hitheito, been successful in laising locally its own capital But 
although the operations of banks of this kind are conGned to 
a single province, it is obviously opposed to the best interests 
of the movement that they should compete in attracting deposits, 
and Begistiais might usefully anange not only that there may 
be no overlapping in this respect, but also that the excess funds 
of one bank may be available for use by another The respon- 
sibilities introduced by the addition to the co-operative organisa- 
tion of central and provincial banks aie of a serious character 
To supervise the relations of such institutions with the money 
market on the one hand and with their constituent eooities on 
the other is a task nhich requires a considerable degree of 
teohnical skill and the administration of the whole co operative 
movement in the stages above that of the individual society is a 
matter which must in the immediate future engage the serious 
attention of Government and of the people 

26 The establishment of these central agencies even in the 

lower grades has introduced a new busiuess 
Inspootion and audit , . . -i. . , , , , 

element into the movement, and the admi- 
nistration of CO operative credit must in future present many 
more difficulties nnd complexities than in the past Hitherto the 

19 
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ordinary ataff, both official and noa-offioinl, lina been anfficient 
for tho purposes of inspection and audit, but the question how 
far special training and expert assistance are required to deal 
with tho larger central institutiens and the problems they involve 
will shortly have to bo faced. It is already necessary in the case 
of some of these institutions to entrust the audit to outside export 
agency, but in tho main tho audit and inspection of sooiolies is 
carried out by a slnlT ontortninod for the purpose either by Gov- 
ernment or by tho central agencies themselves. In most of tho 
ngricnlturnl soeieties, the local administration is entirely or 
almost entirely gratnitons ; accounts are ordinarily df a very 
primitive oharaotor, and cases have indeed boon known where, 
in the absence of literate assistance on tho spot, accounts have 
been prepared by the inspecting staff. Even in tho loss primitive 
associations the dntios of inspection and audit are not rognlarly 
differentiated, and both of these dntites have nsnally to ho com- 
bined with the task of answering enquires from outside and ex- 
tending knowledge of the principles of co-operation. The staff 
is at present a small one— from 200 to 300 in all— but its duties 
are of great and increasing importance, ns it is nponoloso iaspoo- 
tion and trastworthy audit that the success of ooperation must 
largely depend. 

26. The above considerations, though intended primarily 
Forms of oo-oporo- ^0 apply to credit societies, are largely 
tion otbor tlian otedit. applicable to other forms of co-operation. 

Societies other than credit societies svere Rrst formally recognised 
by the Act of 1912, and there has not yet been time for any. great 
development of this form of co-opomtion. According to the latest 
data, there are now in India some 170 non-credit societies, of which 
about half are agricultural in character, and they have boon formed 
in order to eecure for the bnmbler classes of the community those 
advantages in indnetry and agrionltnre which the mosters of tho 
capital derive from the organization of labour, the use of costly 
machinery, and the economies of basiness when carried oat on a 
large eoale. Tho management of such societies, dealing ns they 
do with sale and purchase of articles and the insnranca of animals 
and produce, involves a class of problems far more complex and 
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difficalt than those wlnoli ari'ie in oidinny agucaltuial ciedif 
Then nltimate importance to the coupfiy may bo immense, 
possibly gieater oven than that of credit institutions, 
but at piesent they aie in their infancy They are a 
necessary corollary to improved credit, but credit is the first 
essential and until a system of credit has been firml) estab- 
lished in a province, it would be dangerous to encourage too 
lapid development on other lines It has indeed been suggested 
that the establishment of such societies should always be pre- 
ceded by some kind of agncnltural or industrial survey of the 
economic needs of the people, and the suggestion is worthy of 
careful consideration The application to agiicnlture of this form 
of co-operation is at pi esent almost entirely confined to Burma, 
where societies have been started foi the production and sale of 
rice and other crops, ot for the insnrnnce of cattle The latter 
class of enteiprive is one which is attended with special dilEcultios 
owing to the absence of reliable data regarding cattle mortality 
on which the premia can be oalcnlated, and to very limited extent 
to which veterinary assistance is available and it has been recog- 
nised ID Burma that in any system of cattle insatance there must 
also be some central organisation and means for re-insnrance in 
order that local societies may not bo mined by local calamities 
In the mdnstnal sphere there has been somewhat greater scope 
foi co operative societies other than those framed for the improve- 
ment of credit, and most of these are societies for the purchase 
or for the purchase and sale of articles As in the case of credit, 
it would appear that the most promising field for indnstiial co- 
operation lies ID the improvement of the coddition of the weaver 
community, and m some provinces a beginning has been made 
by establishing societies of handloom weavers who, by ]oining 
together, are able to purchase their yarn and to sell thou cloth 
at more favourable rates than are available to an individual 
woikman dealing with a middleman Other enterprises have, 
however, been started in connection with the improvement of 
sugar production and of milk, the supply of stores and so forth, 
and the institution of bnilding societies has been a special 
feature of the co operative movement in Mysore In all these 
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directions the people are still feeling their way, and 
operation of the kind is still in an expeiimental stage Th 
are, however, two principles which may be laid down 
the result of the experience hitherto gained In the first pla 
it IS desirable that the management of each class of work shou 
be kept distinct, either by the establishment of separate societi 
or, if that IS not feasible, by the appointment of separate 
committees for each branch of work, separate accounts and sep 
rate annual balance sheets neing prepared and presented befo 
being incorporated in the general returns of the society An 
secondly, although these societies are meant primarily for t 
benefit of their own members, it is semetimes advisable to alio 
non-members to deal with the society, and there are indeed Bi. 
where, without an outside clientele, the operations of the societ 
would he so restricted that it could not have been started wi 
any hope of success Where, however, a society includes n 
members among its customers, it is always open to it to off 
more favourable terms to its own members 

27 The relations of Government to the oc-operative mov 
Relations of Govern t»®®“ criticised from two opposit 

ment to the movement pomts of view 

On the one hand, there ate some who contend that the mov 
ment, benefioient as it is, is essentially one for the people to wor 
out on their own hues and that Government interference at an 
stage is uncalled for Whatever limitations, however, may t 
suitable as regards the assistance of Government in European conn 
tries (and in no country is the movement entirely independent 
Government aid), it is certain that in India without initiative an 
help from Government co operation would still be unknown 
Givernment alone was in a position to supply the knowledge a 
organization necessary to start the work, and Government alon 
IS able by its association with the mevement to create the out 
side confadenoe necessary to give it stability Registrars are 
not, and are not intended to be, merely rsgistering officers they 
are also expected to provide supervision, assistance, counsel, and 
control It is not to be imagined that societies will become per* 
feet models of co operation on formation and it is necessary 
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thit Go\flniineiil, tliiongh its oivn itid Uie sociotios stiff, 
should continue then co'opeiative education long iftei they 
are registeied Unless a society is co operative in fact as 
well IS in name— and it can only be so if all its members un- 
derstand the mam piinciples — it is a fraud on its members and 
on the public The fact too that societies though primarily 
sel -wOntamed and self-goveined, are subieot to supei vision 
by Government otEoeis, has an impoitant effect in attracting 
public money on otRcial supeivision Lastly, the co operative 
movement by bunging the oiliceis of Government into close touch 
with the people in economic mattei s, provides oppor tnmties for 
developing those closei relations m oiliei respects which it is 
so desirable to foster 

But just ns tl ere are some critics nho deprecato Goiernment 
assistance, so too theio are others both nou-otUcial and otGcial 
who plead for a far greater degree of Government intervention, 
than has hitherto been permitted They uige that in order to 
touch moie than the fit inge of the population, a far more tapid 
rate of progress is called for, and that unless the Government 
staff be largely increased, and unless active measures be taken 
by Government to propagate the movement, its effect must bo 
small and its progt ess slow This too represents a policy which 
Government has not felt itself at liberty to adopt Not only is it 
the case that worl done by a loige centralized department tends 
to become mecbanioal and listless, but the movement must in its 
essence be a popular one and nothing should be done to weaken 
the feeliag among co-iperators that it is based upon self.i eliance 
and independence Government, therefore, in the best interests 
of the movement, must not allow oo-operation in this country to 
become an official concern managed by State establishments 

28 The result is that Goveinment has to steer a middle 
fmancial aid— oon oOuise, and this has been the policy adopted 

ttol and audit Ijotj, regards enpervieion and financial aid 

So far as financial aid is concerned, there has been interven- 
tion on the part of Government, but it has been of the slightest 
possible character When oo-operation was initiated ten years 
ago Government was urged to subsidize the new societies liberally 
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and its apparent parsimony was criticized Bat the evils 
excessive liberality were fortunately foreseen and the restrictio 
of State aid was due not to niggardliness bat to the fact that i 
other coantries experience had shown that unrestricted assistan 
was a dangerous and might be a fatal gift It was decided, he 
ever, as in the early stages there was no immediate prosp 
of bringing societies into contact with the general money m irk- 
that, subject to equivalent contributions from the members, lo 
might be given within certain limits But except in one or t 
provinces, where special reasons for help existed, Registrars ha 
properly discouraged any undue reliance on such assistance, a 
the proportion of the total capital of societies represented 
Government loans now scarcely exceeds 5 per cent Without the 
loans many societies would not have come into existence and 
fostering infant societies they have fulfilled a usefnl purpose, b 
events have felly proved the wisdom of tbs policy of avoidin 
excessive State aid and it is to the adoption of that policy that th 
inherent strength of the movement is largely dne 

So too, as regards the difilcnlt question of control and audi 
it IS recognised that these duties cannot be left entirely to t 
private agency of unions and cential banks It is desirable t 
this non-offioial agency should be utilised as much as possible a 
that purely departmental routine in the work of audit and co 
trol should be avoided, but the success of the movement would 
endangered if this principle were carried out to an extrem 
Without some degree of Government supervision Registrai 
would lose touch with the societies , and the outside public, wh 
depend largely on the information possessed by Registrars 
and who value the scrutiny carried out by those on whom the 
rely, would lose that confidence in the financial position of th 
societies which it is eo essential to maintain Had this safe 
guard been neglected, it is doubtful whether societies would hav 
escaped — as fortunately they have almost everywhere escape 
the evil effects of the recent banking crisis in India, and th 
circumstances attending that crisis indicate that any ariange 
ment which would dispense altogether with Government supe 
vision IS impracticable The andit, moreover, of a group of soci 
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ties by a central secieiy, whose own credit is bound up with that 
of the sooieties dependent on it, will not be accepted by the 
public as equivalent in value to an audit by an outside 
agency It is necessary, therefore, that societies sbovld be 
controlled and audited by a reliable staff which can keep the 
Registrar informed of the financial position of the societies, and 
it IS also necessary that the agency employed should be 
such as will ensure the oonfldenoe of the money-lending 
public The staff need not be paid by Government, and 
it 18 indeed as a rule better that societies should themselves be 
responsible for the payment of the controlling and auditing staff 
than that they should ho indebted to Government for its sei vices 
but whether the staff is paid by the societies or not, it is ordi- 
narily rdvisable that it should be appointed subipct to the 
approval of the Registrars, and that it should remain undei their 
general control If by this or any other means the two main 
conditions above noted are satisfied — fiist, that Registrars should 
possess reliable information regarding the financial position of 
societies, and secondly, that the outside public should have con 
fidence in the control and audit — it is an advantage that the 
number of Government ofiSoials employed should be as small as 
possible, and every effort has been made to reduce to the lowest 
figure the agency directly employed by Government 

29 But while the movement must be essentially a populai 
Attitude ot district one, and while excessive official supei vision 
must be avoided, it by no means follows 
that Government officials outside the circle of those directly con- 
nected with oo-operation should hold aloof It is true that the 
details of initiation and inspection should be left to the expert 
agency provided for the purpose, and it is no part of the duty of 
the distiict officer to intervene in the internal administration of 
societies But as co operative societies are no longer isolated 
experiments outside the sphere of district work, and as, beyond 
the material benefits which they offer, they represent an influence 
closely connected with the welfare of the people and powerful, 
now and in the future, for good or evil, the district officer cannot 
dissociate himself fiom the movement On the contrary, a know- 
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ledge of CO operative principles and practice has now become 
essential as a knowledge of revenue law and it is his duty to mai 
tain the closest touch with societies, not allowing them to langm 
through want of sympathy or to develop on undesirable lin 
through want of vigilance Without in any way becoming 
active propagandist he should, personally and not through 
subordinates, make himself acquainted with the progress of t 
movement in his distiict, encouraging and helping those w 
have formed themselves into societies, enlisting the interest a 
support of men of influence and wealth, and assisting with 
advice those who seek to avail themselves of the benefits of cr 
operation This in no way involves the officialising of co-operatio 
nor does it trench upon the essential piinoiple that the movemen 
if it IS to succeed, must be a popular one Rather will it gam i 
strength by such encouragement and guidance while the mor 
closely the district officer is in touch with societies the more sure 
ly will he hud to his hand new and valuable agencies to help hi 
in his daily work 

It IB for Local Governments to considar to what extent and 
in what manner use can be made of societies in each province in 
district administration — how far they can afford a means of as- 
certaining the real public feeling of the district — how far they 
can by rendering voluntary aid assist in promoting primary edu- 
cation, rural sanitation and medical relief — in what manner they 
can be used in times of scarcity and famine oi during the preva- 
lence of epidemics, or whether the training afforded by them will 
lead to the development of a t-ue system of village government 

In these and other ways it may be found possible to utilise 
the co-operative organisation, and the movement should, if 
wisely directed, exercise an important influence in promoting the 
welfare of the people But abhough it is still uncertain to what 
extent, and in what manner, societies may assist in the work of 
the district, there can be no doubt that a new factor m adniinis 
tration, v Inch cannot be dioregarded, has come into being and 
that new duties and responsibilities have been thrown upon the 
distiict officei 
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jO Cu opLiii(ioii III India OWLS much {o tliu do\ofod ciluits 
Ofliuiland nonolli many olhcials w ho ha\o spout much 

tinl a-Biatanoo time and thought on Iho furthoiouco of the 

movement, lud a special obligation is due to the admirable body 
of Registiars whom the various pioMuces have guided the societies 
tbiougb then eailiot singes Ibey have ns a rule been picked 
men Seveial of them had prepared Ihcmsolvcs foi their 
duties by a special study of co-opctation in Euiope and 

os a body tliej lime applied themsehes to then ln«k with 
splendid eiieigy and equally splendid patience Ihey lia\o 
nob only eifectod much by then own eifoits, but they 
have succeeded in eliciting enthusiastic assistance fiom 

others, and he movement owes much to the great bod} of nou" 
oIEcial workers w bo liai e so abl} seconded the effoits of Regis 
tiars Gentlemen of all shades of opinion and ciccd ha\o come 
foi ward to assist not onl} b} miking more geneial a 1 now lodge 
of the piinciples of oo-opeiation and of its benefits but also by 
initiating new societies and by giving unicmittiug attention to 
those of which they are tliemselvesmombeis Help of all kinds 
has come from eieiy quaitei — flora commeicial firms, fiom great 
bankers, from plautcis, fiom /ammdais, fiom ryots, fiom pleadets 
fiom retired Goveinmont servants — ^both Jlnropean and Indian— 
fiom missionary bodies of all denominations, fiom the Salvation 
Aimy and fiom numorous other classes and associations I bo 
inteiest which has been aroused in so many quaiteis, and the 
<seal which has been shown have added to the strength of the 
movement, and have been a source of the gieatest encourage- 
ment to Government and its officers m the initiation of this 
important experiment On some few of the unofficial woikeis 
Government has been able to bestow special marks of its appie- 
ciation, but there aie many whose work has not and cannot re- 
ceive tangible lecoguition, and who indeed have toiled with a 
strennons modesty which looks foi no reward beyond the consci- 
ousness of having seived the best interests of their country lo 
these, equally with the oLheis, Government, which has these same 
inteiests at heait, extends its siueeie ackuowleilgmeutb and 
thanks 
20 
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31. Tho romarkablo progress wliicb has been nindoduiiug 
the first ton years could not have been foro- 
Siimmary Bonn by tho most sanguine believer in co- 

operation. Form small beginnings the movement, fostered by tbo 
rcsonrcefal guidance of Registrars and assisted by a body of 
non-olBcial wojkors, has grown rapidly until it now represents 
an influence vitally affooting a largo section of tbo people. Tbo 
development whicb has taken place is all the more striking 
when it is romemhered that excessive Siato aid has been avoided; 
and that the aim kept steadily in view has been, not tho rapid 
multiplication of societies, but the restriction of the movement 
within safe bounds. Tho policy of restricting State aid within 
narrow limits has been fully vindicated and has led to an increase 
of self-reliance and independence, while the caution with which 
Government has slimnlated development has resulted in a natural 
and healthy growth. The future is full of piomise, and although 
under the influence of federation, and with increased nnoflicial 
uid and supervision more rapid progress may bo expected, the 
caution and restraint shown in the past should continue. 

Co-operation has brought with it a wide circle of boncfits, 
both moral and material, and these benefits are intended prima- 
rily and mainly, but by no menus exclusively, for the poorer 
agricultural classes. They are not however confined to societies 
of any paiticular type, and a maiked feature of the Indian system 
is its elasticity. So long as the members of the rural society 
are in touoh with one another {tnd have a unity of interest, so 
long as the principle of unlimited liability is maintained as a 
leading feature, and so long as precautions are taken to pre- 
vent undue importance being attached to the profits of mem- 
bers, there is no necessity to adhere slavishly to any particular 
type. In the detailed administration of credit societies, there are 
certain maxims which, subject to the reservations specified in this 
Resolution, may be said to represent the teachings of our ex- 
perience and some of these are 

(a) that mortgages as a security for debt, though ordinarily 
discouraged, are not without their uses in corlaiu 
caees ; 
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( 6 ) that the early clearance of a member from previous 

debts after his admission to a society is desirable 
(c) that It 18 unnecessaiy to confine the grant of loans to 
those lequired for prodnctive purposes 

( 7 ) that -while it is desirable that -Government should remove 

certain technical obstacles in the way of co operation 
it would be unwise to grant exceptional concessions 
ns this would remove from the societies the incentive 
to self-help 

(«) that while it 18 impossible to lay down any general rule 
regaiding the comparative importance of the different 
souices from which the funds of societies are derived, 
it IS essential that the bull of these funds slionld be 
in a form easily realizable 

Q) that the greatest importance should be attached to the 
punctual 1 epayments of loans and 
(j) while there may be advantages in the earlier stages in 
using the leserve as part of the working capital of 
the society it should giadually as it becomes more 
important be set apart for separate investment 
As societies increase it has been found necessary to federate 
them under central banks or corresponding organizations In 
some provinces these have again been brought under a Piovincml 
Banl and the establishmert of such banks in all the ma-jor 
provinces is probably only a mattei of time These central insti 
tntions bung individual societies into touch with the general 
money mail et and solve as distributing centres for their balances 
Their management presents special difSenlties and if oo oper- 
ation IS to be secured against catastrophe this portion of the 
organization will require particular attention It is necessary 
for similar reasons to insist on adequate inspection and audit of 
individual societies and Government while anxious to secure 
as much autonomy as possible for the movement cannot disso 
mate itself from the tasl of securing at all times both on financial 
and on social grounds an efficient degree of supervision Finally 
although district officers need not concern themselves with the 
details of initiation and inspection they must recognise that a 
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□ew factor in district administration h^s come into being, that 
new duties and new responsibilities have been thrown upon them, 
and that the movement, if wisely directed, may form yet another 
link which binds together Government and the people 




